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u tors’ Report 


the Annual Meeting of the shareholders of Boise Cascade Corporation - 


will be held at 10:00 a.m. (Mountain Daylight Time), May 6, 1976, at the offices 


ti 2 oF the company, Boise, Idaho, pursuant to notice. 


ge Write: 
Boise Cascade Corporation 
Corporate Communications Department 
_ One Jefferson Square | 
Boise, Idaho 83728 


; Ai y Proxy material will be mailed to shareholders of record on or about April 6, 1976. 


A 1 975 Untistical information booklet i is available upon request. 


_ The company’ S Forin 10-K filed with the Securities and po chenge Commission 


it hs vallabls pepen request. 


Alice E. Hennessey 
Vice President and 
Corporate Secretary 


Financial Highlights 


One Jefferson Square Baise Cascade 
Boise, Idaho 83728 Corporation 
208/384-7665 


1975 1974 
SACS ee eT ee aie cae ged a Se Re eae els nes $1,458,050,000 $1,453,550,000 
INCOME, DEIOE EXtLaOlrdinalry' Gain... sn v ww wwe sg tees 63,890,000 103,640,000 
EXECGOLCNTALVNC ANN atte ee sri, A oleusiGns. 6 ohe ok Paestiewe Ris aces — 1,330,000 
NETINGONVC Merrett tt te lau ere a 2 GS tale be os we 63,890,000 104,970,000 
Per Common Share 
Income before extraordinary gain ..................008- $ 2.16 Spoon 
EXtraOrcimanvedaiieet. ne tee ketal. s Bete Mois athe ed Sa ee oe — 04 
INGUIN COMIC miner trG See rerio. a Riek cents. bees ges as eas $ 2.16 $ 3.55 
SHALCHOIOClS BeCUibyertrr te. oo. foie iets Soup Ss csshed die oA acennts $29.26 $27.69 
NTT DO TOMOUNDI OVO Sa cern ets eee) eros arisneron ecb Sueiep my Aer alos 28,977 PART 
Number of common shareholders ..................200- 69,604 78,686 
Number of shares of common stock 
Outstanding anveah ONG... dn 3 hosed. take Phe 29,418,312 29,486,826 
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To Our Shareholders 


“.. 1975 will test the purpose, 
plans and stamina of all com- 
panies. We are confident that 
Boise Cascade will pass the test 
successfully.” 

So concluded our 1974 Annual 
Report to Shareholders. How 
accurate that statement was. 

The year just ended was marked 
by the poorest economic condi- 
tions in decades, as the nations of 
the world struggled with inflation 
and recession simultaneously. 
Yet, despite these adverse condi- 
tions, Boise Cascade earned 
$63.9 million ($2.16 per share), 
increased the dividend rate on its 
common stock, strengthened its 
financial position and spent $206 
million in the second year of a 
five-year $1.1 billion capital 
program. These achievements 
were especially gratifying consid- 
ering the impact of strikes against 
much of the Canadian pulp and 
paper industry which idled our 
mills there during the last two 
months of the year. 

We were less pleased with the 
company’s return on shareholders’ 
equity, which remained lower 
than we like. Improvement is 
expected, however, as we begin 
to reap benefits from our capital 
program, and as we convert our 
remaining non-forest products- 
related assets into investments 
providing higher returns. 

Uncertainty about the economy, 
combined with the high cost of 
owning a home, caused many : 
Americans to continue postponing 
their purchase of housing in 1975. 
As a result, our building mate- 
rials businesses had to contend 
with the lowest level of residential 
construction activity since World 
War Il. And the industrial market 
was not much better. While de- 
mand for building materials tended 
to increase throughout the year, 
the gain was too modest, in the 
face of rising costs, to provide 
meaningful relief for producers, 


fabricators and distributors of 
building materials. For them, 1975 
was not a good year. 

Our paper-related businesses 
fared considerably better, offering 
testimony to the advantages of 
being an appropriately balanced 
forest products company. But 
even our paper operations were 
not without problems. In addition 
to being hampered by strikes 
against much of the pulp and 
paper industry in Canada, they 
also felt the impact of weaker 
markets for paper products. Early 
in the year, orders for most paper 
and packaging products had 
dropped sharply, as users sought 
to shrink inventories. Production 
was Curtailed accordingly. As the 
months passed, however, the 
economy began to recover, paper 
and packaging orders picked up 
and production rose. Fortunately, 
paper and packaging prices held 
relatively firm during the year, 
thereby lessening the negative 
effect of rising costs on profit 
margins. 

In assessing Boise Cascade’s 
prospects for 1976, several as- 
sumptions must be made. We 
have assumed that the nation’s 
economy will continue to improve 
in real or noninflationary terms. 
That is good for paper, packaging 
and office products in particular, 
because historically demand for 
these items has grown in relation 
to the general economy. How- 
ever, the degree to which the 
profitability of the paper and 
related industries improves in 
1976, will be largely determined 
by the relationship between prices 
for their products and rising costs. 

In the absence of sufficient 
contradictory evidence, we must 
also assume that the combined 
volume of residential and industrial 
construction activity will increase 
further in 1976. While this level of 
activity could be substantial com- 
pared to 1975, it is likely to be 


modest in absolute terms. There- 
fore, although we do not expect 
the building materials industry to 
experience a dramatic turnaround 
in 1976, moderate profit improve- 
ment should occur if prices can 
keep pace with increasing costs. 

Other factors could also have 
a bearing on the company’s pros- 
pects for 1976. They include the 
effect of Canadian Government 
wage, price and tax regulations, 
the outcome of labor negotiations 
in the Pacific Northwest paper 
industry and the ultimate impact 
of recent U. S. court decisions | 
which threaten additional reduc- 
tions in the amount of timber 
which may be harvested from 
federal lands. 

Although it is not known what 
influence, if any, these factors will 
have on Boise Cascade during 
the coming year, all other indi- 
cators point to a stronger perfor- 
mance by the company in 1976. 

Looking beyond the short-term 
factors affecting a single year, ° 
we have also focused on what 
kind of an organization Boise 
Cascade ought to be and on what 
we should do to realize the 
promise of our future. 

We agreed that our goal is to 
optimize the company’s long- 
term value to its shareholders 
and to society. Recognizing the 
impossibility of being all things 
to all people, we define the term 
‘optimize’ to mean as great as 
feasible. Shareholders receive 
‘value’ from a company in the 
form of dividends and stock price 
appreciation, while ‘‘value’”’ to 
society varies according to 
audience. To employees, for 
example, ‘‘value’’ could be fair 
and challenging working condi- 
tions, and to outdoor recreationists 
it Could mean conscientious 
forest management. 

But a goal, like a travel 
destination, is difficult to reach 
unless a route is carefully mapped. 


Accordingly, we have established 
six objectives which are designed 
to enable the company to reach 
its goal: 

¢ Be the most effective operator 
in each of our businesses. 
Expand those businesses, opti- 
mizing the relationship between 
them, and between our primary 
manufacturing and converting/ 
distributing operations. 
Maintain a strong financial 
structure which gives the 
company latitude for planned 
growth. 

Provide products and services 
which meet basic needs and 
offer fair value. 

Provide an environment which 
encourages and rewards em- 
ployee effectiveness at all levels. 
Be capable of anticipating, 
constructively influencing and 
adapting to the changing needs 
of society. 

Altogether, these objectives 
provide long-range guidelines for 
planning and decision-making by 
management. Some objectives, 
of course, will be accomplished 
sooner than others. 

The company’s financial posi- 
tion, for example, already is 
strong. At year-end 1975, our 
debt-to-equity ratio was among 
the lowest in the forest products 
industry at .48 to 1. Financial 
strength such as this, combined 
with our internal cash flow, 
standby financing and unused 
borrowing capacity, has given 
Boise Cascade the flexibility to 
continue building for the future as 
planned, even during times of 
economic stress. The company’s 
sound financial position also 
permits us to give continuing 
consideration to our dividend 
policy. 

And, of course, we are already 
providing products which meet 
basic needs: wood for shelter, 
paper for communications and 
packaging. 


Our other objectives are in 
various stages of accomplishment. 
We have long placed a premium 
on operating effectiveness, and 
our manufacturing and distribu- 
tion units have achieved high 
productive capabilities. But still, 
we are not satisfied. Even greater 
productivity is possible, and we 
are devoting considerable sums 
in connection with our five-year 
capital program to fine-tuning our 
operations. We are also strength- 
ening management skills to 
improve productivity. 

Because short-term market 
conditions are inherently fluid, it 
is impossible to maintain at all 
times the optimal relationship 
between the company’s building 
materials and paper-related busi- 
nesses, and between our primary 
manufacturing and converting/ 
distributing operations. We are, 
therefore, seeking to accurately 
identify the more stable long-term 
outlook for the markets served 
by our operations, and to define 
in broad terms the kind of opera- 
tional balance which will be to 
our ultimate advantage. We will 
then structure our operations 
accordingly. 

Considerable progress has 
been made in providing an envi- 
ronment which encourages and 
rewards employee effectiveness 
at all levels. Opportunities for 
individual initiative and growth 
have abounded, and we have 
always had our share of capable 
employees. Yet, during the past 
three years, we have improved our 
compensation, benefits and 
personnel development programs 
so that we may continue to attract 
and retain competent people. We 
have also intensified our efforts 
to provide a safe working environ- 
ment and to ensure equal employ- 
ment opportunities for all 
employees. 

Finally, we are focusing more 
sharply on the objective calling 


for the company to be capable 

of anticipating, constructively 
influencing and adapting to the 
changing needs of society. This 

is a newly-stated objective, estab- 
lished in recognition of the social 
and environmental forces which 
are impacting our company with 
increasing frequency and severity. 
At the core of these forces is 
government. Therefore, we are 
setting a course aimed at ensuring 
that Boise Cascade’s viewpoints 
and concerns are effectively 
communicated to officials at all 
levels of government, and we are 
encouraging our employees to 
become active participants in the 
governmental process. 

Boise Cascade's future value 
will be determined by how suc- 
cessful we are in achieving Our six 
objectives. Based on the com- 
pany’s accomplishments during 
the last three years — in good 
times and in bad — we would 
venture to say our future is bright. 


Mab Ang 


President and 
Chief Executive Officer 


Siphon B Prcoser 


Chairman of the Board 


Timber 


Resources 


ets 


The need for products made 
from wood could double by the 
year 2000. This need can be sat- 
isfied, but not without a dramatic 
increase in the productivity of 
commercial timberlands, espe- 
cially those owned by the U.S. 
Government. 

The timberlands owned by 
forest products companies such 
as Boise Cascade are signifi- 
cantly more productive because 
they are managed intensively. 
The U.S. Forest Service must be 
enabled, through adequate pub- 
lic funding, to intensify its forest 
management and, thereby, in- 
crease timber productivity on 
lands under its jurisdiction. 
Congress also must act to bring 
laws governing timber manage- 
ment on federal lands up to date. 

Trees are a renewable re- 
source. Managed correctly, they 
can fill the need for wood prod- 
ucts which is projected to 
accelerate through this century. 


There are approximately 200 
million acres of timberland in the 
United States that contain com- 
mercial stands of softwood saw- 
timber, the tyoe most commonly 
used for lumber, plywood and 
pulp. 

The ownership of these timber- 
lands lies within both the public 
and private sectors of our society. 
Lands owned by the U.S. Forest 
Service contain 52% of the coun- 
try’s softwood sawtimber inven- 
tory, but these timberlands 
produce only about 27% of the 
sawtimber required each year. 
Boise Cascade and all of the other 
U.S. forest products companies 
own or control timberlands con- 
taining 16% of the country’s 
softwood sawtimber. Yet, these 
companies are providing approxi- 
mately 34% of the nation’s annual 
sawtimber harvest. Nonindustrial 
private ownership provides 30% 
of the sawtimber harvest, and 
other public lands, 9%. 

Although the supply of timber 
available today is adequate to 
meet current needs for products 
made from wood, it is insufficient 
to meet future needs, which could 
double by the turn of the century. 
These needs can be satisfied if 
the nation’s commercial timber- 
lands, especially those under the 
jurisdiction of the Forest Service, 
are made more productive. 

Unfortunately, because of in- 
adequate funding by Congress, or 
because appropriated funds are 
not expended by the Administra- 
tion, the Forest Service has been 
unable to intensify its manage- 
ment of public forests. The need 
for public funding would be sig- 
nificantly lessened if Congress 
would permit the substantial rev- 
enues realized by the Forest 
Service from timber sales to be 
reinvested in the management of 
the national forests rather than 
reverting directly to the U.S. 
Treasury. In any event, the short- 


term effect of the Forest Service's 
inadequate financial capability 
has been an annual harvest of 
Forest Service timber of only 
about 10-11 billion board feet, 
rather than the 13.3 billion board 
feet the Forest Service has set as 
an annual allowable harvest. With 
adequate funds for intensifying 
forest management, the Forest 
Service has estimated that timber- 
lands under its control could pro- 
duce an annual allowable harvest 
of 20 billion board feet. More- 
over, this could be accomplished 
while protecting the scenic, wild- 
life and recreational values of 

the forest. 

But even if the harvest levels on 
our national forests do improve, 
there still are major problems that 
could directly affect future timber 
supply. One is, simply, that the 
timber base is shrinking. More 
and more lands are being with- 
drawn from the commercial 
timberland base for special pur- 
poses that exclude timber pro- 
duction. A total of 8.4 million 
acres of commercial forestland 
was withdrawn between 1962 and 
1970, and conservative estimates 
suggest that several million addi- 
tional acres will be lost to with- 
drawals by the year 2000. A case 
in point is the 52,000 acres of 
Boise Cascade timberlands on the 
Kabetogama Peninsula in north- 
ern Minnesota. Owned, man- 
aged and harvested by Boise 
Cascade and predecessor com- 
panies for 30 years, these timber- 
land acres were designated by the 
Government in 1971 for inclusion 
in the proposed 220,000-acre 
Voyageurs National Park. In 1975, 
the National Park Service pur- 
chased 25,000 acres of land from 
Boise Cascade and will purchase 
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the remaining 27,000 acres when 
Congress appropriates the money. 
Although we plan to purchase 
other timber to replace the 
Kabetogama land, wood will 
never again be available from 
those 52,000 acres. 

Timber supply is also affected 
by administrative decisions of the 
Forest Service. This government 
agency is responsible for deter- 
mining which commercial forest- 
land acres under its control will 
be harvested, and which will not. 

Another problem that raises 
serious doubt about the adequacy 
of the nation’s future timber supply 
is the ultimate outcome of two 
recent federal court decisions 
affecting the way in which timber 
is managed and harvested on 
national forestlands. Both deci- 
sions involved national forests and 
both interpreted provisions of the 
Organic Act of 1897 in a highly 
restrictive manner. 

One decision, involving the 
Monongahela National Forest, was 
handed down by the Fourth 
Circuit Court of Appeals and had 
the effect of prohibiting future 
harvest of all trees which are not 
dead, mature or of large growth 
and which are not individually 
marked. The Forest Service later 
decided to apply the ruling to all 
national forests within the court's 
jurisdiction, which includes 
several mid-Atlantic states. The 
other decision, from a U.S. District 
Court, involved the Tongass 
National Forest in Alaska. It 
affected an existing contract 
between a forest products com- 
pany and the Forest Service be- 
cause the contract failed to 
adhere to harvesting provisions of 
the Organic Act cited by the court 
in the Monongahela decision. 

Neither the Monongahela nor 
the Tongass decisions have 
affected any Boise Cascade 
contracts for the purchase of 
government-owned timber. At this 


_ time, if the Monongahela decision 


were extended nationwide and 
did not affect existing contracts, 
we would have sufficient Forest 
Service timber under contract 
that, together with the normal 
annual harvest from our own 
timberlands and other sources, 
would allow us to operate our 
present manufacturing facilities at 
full capacity for approximately 
three and one-half years. 

Both federal courts involved in 
the decisions stated that the 
remedy to the obvious problems 
raised by their strict interpreta- 
tions of the Organic Act lay in 
Congress and not in the courts. 
Congress has, indeed, begun to 
reconsider the antiquated legisla- 


tion, and the probability that a 
solution to the problem will be 
found is good. 

However, should nothing be 
done by Congress, a major reduc- 
tion in timber availability from 
national forestlands is likely to 
have a severe impact on con- 
sumers, as well as on many wood 
products manufacturers who pro- 
vide employment and pay taxes in 
communities across the nation. 
With a shortfall of raw material, 
fewer wood and paper products 
would reach the market in an era 
when demand for such products 
is expected to increase. A resul- 
tant imbalance in supply and de- 
mand could mean abnormally 
high prices for lumber, plywood, 


Above — Stands of timber are periodically thinned, allowing remaining 
trees to grow faster by giving them more access to water, soil, nutrients 
and sunlight. 


Opposite — Harvested timber is used to produce building materials and pulp. 
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paper and other products made 
from wood fiber. 

While the overall effect of Con- 
gressional inaction would be 
clearly undesirable, the impact on 
Boise Cascade would be less dra- 
matic. With extensive timber 
resources of our own, most of our 
facilities could continue operating 
even under the most severe curtail- 
ment of Forest Service harvest. It is 
estimated that Boise Cascade's 
North American supply of wood 
might, in the extreme, decline 
immediately by approximately 8% 
and, after a relatively short period 
of operating experience under 
the new constraints, by only 4%. 

Of course, increasing the 
availability of timber from govern- 
ment lands is by no means the 
only answer to supplying tomor- 
row’s needs for products made 
from wood. Both government and 
the forest products industry 
should support programs which 
encourage nonindustrial private 
land owners to increase the 
production of timber from their 
lands. The forest products in- 
dustry must continue to intensify 
the management of its owned and 
controlled timberlands to further 
increase amounts of harvestable 
timber. And the industry must 
continue its efforts to achieve 
greater utilization of wood. 

Boise Cascade, for one, is 
committed to increasing the 
productivity of its timberlands. 

We own or control approxi- 
mately 7.3 million acres of timber- 
land, including unconsolidated 
joint ventures, one of the 
strongest timber bases in the 
industry. But numbers alone are 


Seedlings are grown under controlled 
conditions in Boise Cascade's 
geothermally-heated nursery prior to 
planting in the forest. 


not the basis for determining _ Timber Resources 1975 1974 1973 1972 1971 


timberland strength. How we man- ; (thousands of acres) 
age our holdings is an equally Timberlands owned in fee ; 
important measure. Boise Cascade 1,813 1,814 1,749 1,732 1,714 
i Joint ventures and 
In recent years, Boise Cascade affiliated companies 444 443 425 414 431 


has expanded a program to ee ee 
significantly increase the yield eee SA 


from our timberlands. Timberlands controlled 
ihe program ONCE Boise Cascade 3,547 3,581 3,636 3,617 3,728 


Joint ventures and 


acceleration of proven silvicultural affiliated companies 1,502 1,467 1,212 1,249 1,249 
practices. To grow trees faster we 5,049 5,048 4,848 4,866 4,977 
have increased our commercial Total 7,306 7,305 7,022 7,012 7.122 
and pre-commercial thinning i Sr 
oe Merchantable sawtimber 

a predetermined number of trees Boise Cascade 9,315 9,125 9,528 9,393 10,064 
from certain stands to allow the Noni vontiresiand 

remaining trees access to more affiliated companies 1,912 1,783 1,235 Wome, 1,341 


water, soil, nutrients and sunlight. Total 11,227, 10,908 10,763 10,710 11,405 
Trees removed in commercial OSes a Se 2 oe as ee ae aes 


ripe : thousands of fee and controlled cords 
thinning operations are processed _ pulpwood 


at our sawmills or turned into Boise Cascade 39,952 40,124 40,110 44,549 44,500 
chips for paper production. We Joint ventures and 
have increased our seeding and affiliated companies 18,395 16,940 16,521 15,186 14,300 


that has been enhanced through 
the development of a seedling 
plug system at our Cove, Oregon, 
geothermally-heated nursery. The 
seedling plug has a significantly 
higher survival rate than a bare- 
root seedling. 

Moreover, we are stepping up 
our involvement in genetics 

-research programs aimed at 
developing superior strains of 
Douglas fir, ponderosa pine and 
southern pine. 

Trees are a renewable re- 
source. If managed properly, 
timberlands can produce trees 
over and over again, and, with the Other regions in: 


application of modern forestry reg Ait and 
techniques and, ultimately, ad- North American Sources of Wood by Area 
vanced genetics, more wood can for Boise Cascade and Joint Ventures 
be produced from the same Sources 
amount of land. Owned and Forest 

All our efforts to ensure an Area Controlled Service Other Total 
adequate supply of wood are part 1. Pacific Coast 50% 15% 35% 100% 
of our preparation for the future 2. Intermountain 29% 47% 24% 100% 

rank ; ; 3. Upper Midwest — 

as we perceive it, a future in which Central Canada 55% 4% 41% 100% 
the need for wood products will Bech 53% 47% 100% 
be fulfilled through the proper use 5. Eastern Canada 51% — 49% 100% 


of forest resources. The above are average statistics and might vary from year-to-year depending upon 


cutting plans and projected production. 
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A sustained reduction in con- 
struction activity, unequalled _ 
since World War Il, had an 
adverse effect on the perfor- 
mances of Boise Cascade’s 
wood products and building 
materials businesses in 1975. 

Although construction activity 
increased throughout the year 
after bottoming late in 1974, the 
gain was too modest to have a 
significant impact on the market 
for building materials. 

The outlook for the company’s 
wood products and building 
materials operations should 
brighten in 1976 if construction 
activity continues to increase 
and costs can be kept from 
rising more rapidly than the 
prices we receive for our 
products. 


Wood Products. Boise 
Cascade’s Timber and Wood 
Products Group generated 
operating income of $7.4 million 
in 1975, a 70% drop compared to 
1974. Included in operating 
income is $4.3 million from the 
sale of timberland to the U.S. 
National Park Service (see Timber 
Resources section). Sales fell 
3% in 1975 to $420 million. 

The performance of the com- 
pany’s wood products manu- 
facturing business was severely 
impaired by the longest and 
deepest period of depressed 
construction activity in 29 years. 

The decline in construction, 
particularly homebuilding, began 
in the third quarter of 1973. By the 
fourth quarter of 1974, housing 
starts had fallen from historic 
highs in excess of two million 
starts a year to a seasonally 
adjusted rate of 940,000. A re- 
sultant sharp drop in demand and 
prices for building materials 
caused production curtailments 
in many wood products manu- 
facturing facilities throughout the 
industry, including a number of 
Our own. 

Our wood products manufactur- 
ing facilities returned to normal 
production schedules by the end 
of the second quarter of 1975, as 
homebuilding activity began to 
pick up. As the year progressed, 
the demand and prices for build- 
ing materials strengthened, but 
rising costs detracted from the 
improvement. 

Despite weak market condi- 
tions, the Timber and Wood 
Products Group carried out an 
extensive capital program in 1975. 
The program, aimed at position- 
ing the company to take fuller 
advantage of the long-term 
demand for building materials, 
included improving efficiency and 
raw material utilization, adding 
new products, upgrading the 
mix of existing products and 


increasing integrative capacity. 

During the year, we started up 
a sawmill in Kettle Falls, Washing- 
ton, which processes small- 
diameter logs efficiently. Similar 
facilities are under construction at 
Aberdeen and Yakima, Washing- 
ton, and at Cascade, Idaho. The 
company purchased an integrated 
wood products complex at 
Horseshoe Bend, Idaho, which 
includes a combination small-log 
and large-log sawmill, and a 
finger-jointing and molding manu- 
facturing facility. Subsequently, 
we installed equipment there that 
transforms narrow pieces of 
wood into valuable dimension 
lumber by a unique glueing pro- 
cess. We also expanded fiber- 
board siding production at our 
Insulite™ plant at International 
Falls, Minnesota, and entered a 
new market by purchasing a hard- 
board wall paneling manufacturing 
facility at Phillips, Wisconsin. In 
addition, we purchased a sawmill 
and green veneer plant in White 
City, Oregon, and a facility at 
Clatskanie, Oregon, which manu- 
factures specialty wood products. 

Our wood products manufac- 
turing business enters 1976 under 
generally more favorable condi- 
tions than were experienced a 
year ago, as the building mate- 
rials market has strengthened and 
the benefits of our capital program 
are beginning to be felt. 

Still, all is not favorable. The 
ultimate impact of court decisions 
affecting the amount of timber 
available for harvest from U.S. 
Government lands is not yet 


Wood Products and Building Materials connec 


known. Moreover, costs have 
continued to rise. 

Building Materials. Operating 
income of our Building Materials 
Group in 1975 was $2.5 million, 
a decline of 64% compared to 
1974. Sales increased 4% to 
$337 million. 

The Building Materials Group 
consists of the Building Materials 
and Services Division, Manufac- 
tured Housing Division, Kitchen 
Cabinet Division and Paneling 
and Door Division. Each of these 
divisions was adversely affected 
to one degree or another by the 
depressed homebuilding market. 

Our Building Materials and 
Services Division supplies all seg- 
ments of the construction industry, 
but focuses on that segment 
producing single and multifamily 
residential units. Despite the 
division’s close ties to the cyclical 
construction industry, its per- 
formance was good. That is 
because the division’s wholesale 
distribution centers and builder 
service centers are able to gear 
their operations to the specific 
and often changing building 
materials needs of the geograph- 
ical areas they serve. Still, some 
centers which rely heavily on 
sales to large tract builders were 
hard hit in 1975. 

Although Boise Cascade is 
among the leading distributors 
and fabricators of building mate- 
rials in the U.S., our distribution 
and builder service centers are 


located in areas which account for 


only about 20% of the nation’s 
construction activity. This limited 
coverage provides the division 
with ample opportunity to expand 
into new geographic markets. 
Such expansion is especially 
attractive in view of the level of 
construction activity projected for 
the balance of this century. 

Our Manufactured Housing 
Division, historically profitable in 
good markets and bad, was put 


to an especially severe test in 
1975, yet still earned a small 
profit. 

The performance of the division 
in the East, where we produce 
panelized Kingsberry Homes, 
paralleled the depressed home- 
building market. The impact on 
our sales in the East was some- 
what lessened, however, by the 
fact that demand for higher- 
priced homes, which are included 
in our Kingsberry line, was 
stronger than for less expensive 
housing units. 

Our manufactured housing 
business in the West was also 
adversely affected by the weak 
housing market. Additionally, 
results in this area of the country 


were impacted by the costs of 
starting up a new manufacturing 
plant and by a continued delay in 
the development of energy-related 
housing projects. 

Including our plant at Laurel, 
Montana, which came on stream 
in 1975, the division now operates 
seven manufactured housing 
plants in the West and six in the 
East. An eighth western plant, 
located at Bingham Canyon, Utah, 
is expected to begin operating 
during 1976. 

Although the U.S. housing 
market was flat on its back during 
the year, demand in some parts 
of the world was quite strong. 
Capable of responding to oppor- 
tunities outside the U.S., we sold 


Above — Boise Cascade’s kitchen cabinets are built using assembly 

line methods; wood products sold by Boise Cascade move directly to 
customers from the company’s mills or are marketed by its building materials 
distribution centers; the company’s Kingsberry line of panelized houses 
comes in a wide range of models and prices. 


Opposite — Sectionalized houses are constructed in factories, then 
transported to building sites ina completed or semicompleted form. 
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Wood Products and Building Material continues 


more than 100 housing units in the 
Middle East in 1975, and pros- 
pects for additional business 
there and in other parts of the 
world appear promising. 

Unfavorable market conditions 
and a six-week-long-strike caused 
our Kitchen Cabinet Division to 
record a deficit in 1975. Consid- 
erable strides were made during 
the year to improve efficiency. 
Therefore, assuming no further 
market deterioration, the division’s 
performance should improve in 
1976. 

Our Paneling and Door Division 
was also unprofitable in 1975, 
reflecting the low level of home- 
building within the market areas 
served by our plants in Plainfield, 
Illinois, and Pennsauken, New 
Jersey. 

Projections indicate that the 
need for wood products could 
double during the next 25 years. 
Accordingly, the long-term out- 
look for our wood products and 
building materials businesses is 
excellent. The outlook for 1976 is 
quite good, too, as construction 
activity continues to recover. 

The extent of recovery is impos- 
sible to predict with certainty, 
however, because it will depend 
largely on consumer confidence 
in the economy and the cost and 
availability of mortgage money. 

The 1975 results of our wood 
products-related joint ventures are 
reported in the Unconsolidated 
Joint Ventures section of this 
report. 


Sheets of veneer are upgraded 
before being applied to either side of 
a wood core to form plywood. 
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Timber and Wood Products/ Statistical Review 


Sales (millions) 


1971 1972 1973 1974 1975 


Sales are before elimination of 
interbusiness sales (in millions) of 
$64, $108, $108, $128 and $127. 


Operating Income (millions) 
$100 
75 
50 
25 
0 


1971 1972 1973 1974 1975 


Operating income is before 
corporate administrative costs, 
interest and taxes. 


Sales Volumes* 
1975 1974 1973 1972 1971 


(millions) 
Plywood and veneer (square feet) 1,407 1,534 1,675 1,722 1,598 
Lumber (board feet) 603 614 756 798 766 
Fiberboard (square feet) 462 475 541 512 SZ 


Particleboard (square feet) 123 126 161 148 103 
Hardboard (square feet) 21 = = a = 


Facilities 

Sawmills: 21 sawmills located in Boise, Cascade, Council, Emmett, Horseshoe 
Bend and McCall, Idaho; Big Falls, Minnesota; Clatskanie, Elgin, Joseph, LaGrande, 
Medford, St. Helens, Valsetz and White City, Oregon; Ellensburg, Goldendale, Kettle 
Falls (2) and Yakima, Washington; Kenora, Ontario, Canada. 


Plywood and veneer plants: 20 plants located in Emmett, Idaho; Moncure, North 
Carolina; Albany, Camp Adair, Chemult, Elgin, Independence, Medford, St. Helens, 
Sweet Home, Valsetz, White City and Willamina, Oregon; Ford/Spokane (2), Kettle 
Falls and Yakima, Washington; Barranquilla, Colombia; Singapore (2). 

Statistics above include those for a plant in Limon, Costa Rica, which ceased 
production during the first quarter of 1975. 


Particleboard plants: 2 plants located in LaGrande, Oregon; Barranquilla, Colombia. 
Fiberboard plant: International Falls, Minnesota. 

Hardboard plant: Phillips, Wisconsin. 

Wood beam plant and bark plant: Emmett, Idaho. 

Pole and piling plant: Sheridan, Oregon. 


*Does not include statistics for the unconsolidated joint ventures and affiliated 
companies which are presented separately in the Unconsolidated Joint Ventures 
section. 


Building Materials/ Statistical Review 


Sales (millions) 


$500 
400 


1971 1972 1973 1974 1975 


Sales are before elimination of 
interbusiness sales (in millions) of 
$2, $2, $1, $1 and $0. 


Operating Income (millions) 
$100 
75 


1971 1972 1973 1974 1975 


Operating income is before 
corporate administrative costs, 
interest and taxes. 


Sales Volumes 
1975 1974 1973 1972 1971 


Living units 7,147 SO 2m noo 11,970 12,261 
Kitchen cabinets (thousands 

of cabinets) 457* 502 539 _ — 
Doors (thousands of doors) 793 510 — — — 
Paneling (millions of square feet) 91 — _ _ - 
Facilities 


Wholesale distribution branches: 11 wholesale distribution branches located in 
Phoenix, Arizona; National City, California; Denver, Colorado; Boise, Idaho Falls and 
Twin Falls, Idaho; Billings, Montana; Salt Lake City, Utah; Spokane, Woodinville 

and Yakima, Washington. 


Builder service centers: 32 builder service centers located in Lowell, Arkansas; 
Chula Vista, El Cajon, Healdsburg, National City, Oceanside, Poway, San Diego (2) 
and Tustin, California; Georgetown, Delaware; Boise, Emmett, Gooding, Homedale, 
Idaho Falls, Payette, Rexburg and Rupert, Idaho; Bridgeton, Missouri; Raleigh, 
North Carolina; Oklahoma City and Tulsa, Oklahoma; Garland, Texas; Layton, 
Ogden, Orem and Tooele, Utah; Newport News and Springfield, Virginia; Bellevue 
and Kennewick, Washington. 


Manufactured housing plants: 13 plants located in Fort Payne (2), Alabama; 
Lafayette, Colorado; Meridian, Pocatello and Post Falls, Idaho; Sigourney, lowa; 
Laurel, Montana; Holdenville, Oklahoma; Eugene, Oregon; Muncy, Pennsylvania; 
West Jordan, Utah; Emporia, Virginia. The manufactured housing plant in Bridgeton, 
Missouri, discontinued production of living units in 1975. 


Kitchen cabinet plants: 5 plants located in Berryville and Orange, Virginia; Cowen, 
Fenwick and Moorefield, West Virginia. Statistics above include those for plants in 
Jacksonville, Illinois and Paw Paw, West Virginia, which were closed in March, 1975. 


Paneling and door plants: 2 plants located in Plainfield, Illinois and Pennsauken, 
New Jersey. 


*Two of the company’s kitchen cabinet plants were closed by strikes for most of the 
fourth quarter, resulting in a loss of approximately 21,650 cabinets. 
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Boise Cascade’s paper, 
packaging and office products 
businesses, combined, turned in 
their second strongest perfor- 
mance in 1975, despite a sharp 
but temporary decline in orders 
for certain products and strikes 
at our pulp and paper mills in 
Canada. 

As customers worked off 
excessive inventories, orders 
for paper and corrugated con- 
tainers dropped precipitously 
early in the year. By mid-year, 
however, inventories reached 
more normal levels, and orders 
began to increase. Through this 
period, escalating costs nar- 
rowed profit margins as paper 
prices failed to rise com- 
mensurately. 

With customer inventories 
back to normal levels, the Cana- 
dian strikes ended and the 
economy gaining strength, we 
expect considerably stronger 
results from our paper, packag- 
ing and office products busi- 
nesses in 1976. 


Paper. Operating income from 
our Paper Group was $73.3 million 
in 1975, a decrease of 34% com- 
pared to 1974, when the group 
achieved the highest earnings 
in its history. The results for 
1975, however, gave the Paper 
Group its second best year. Sales 
in 1975 were $398.4 million, a 
decrease of 4% from the previous 
year. 

During most of 1975, a reduc- 
tion in orders forced a decrease 
in production, as customers 
worked off excess inventories of 
certain grades of paper. Inasmuch 
as paper prices could not keep 
pace with rising costs, profit 
margins shrank during the year. 

The majority of the pulp and 
paper industry in Canada was 
shut down by labor disputes at one 
time or another during the year. 
Although we were among the’last 
to be idled, the performance of 
our Paper Group was impaired 
by strikes at our mills in Fort 
Frances and Kenora, Ontario, 
that began in the fourth quarter 
and continued into the first quar- 
ter of 1976. Combined production 
losses in 1975 from the strikes at 
these two mills amounted to 
approximately 101,000 tons of 
pulp and paper. 

By year end, production 
volumes at our U.S. pulp and 
paper mills had improved as cus- 
tomer inventories reached more 
normal levels and the economy 
picked up steam. With the Cana- 
dian strikes now ended, Boise 
Cascade’s paper business should 
show better results in 1976. 

To capitalize on the anticipated 
growth in demand for paper, the 
company is adding incremental 
capacity to existing mills. This 
approach is consistent with our 
objective of being an effective 
operator, because projects which 
add incremental capacity and 
improve efficiency, today provide 
higher returns on investment and 


entail less risk than those which 
merely create new capacity. 

The most notable project of 
this type completed during 1975 
was at our Steilacoom, Wash- 
ington, pulp and paper mill where 
Capacity was expanded by 
speeding up one of the mill’s two 
paper machines. Efficiency was 
improved through conversion of 
the mill from whole logs to a 
thermomechanical pulp produc- 
tion system. 

During the year, we also 
continued a project to increase 
the capacity of a paper machine 
at our mill in Fort Frances, 
Ontario. 

In addition, we are initiating 
energy-related capital improve- 
ment projects that should provide 
good returns on investment in 
the face of rising energy costs. 

Early in 1976, Boise Cascade 
reached an agreement in princi- 
ple for the purchase of Ethyl 
Corporation's Oxford Paper 
Division. The division consists 
principally of a pulp and paper 
mill at Rumford, Maine, and about 
335,000 acres of timberland. The 
mill currently produces about 
280,000 tons of converting, 
printing and publishing papers 
annually. The purchase of the 
facility would give us our first 
paper manufacturing operation in 
the northeastern U.S., and our 
first coated paper capability. 

Packaging and Office 
Products. In 1975, Boise 
Cascade’s Packaging and Office 
Products operations had com- 
bined operating income of $37.3 
million, a decrease of 23% com- 
pared to 1974. Sales were $446.2 
million, an increase of 5% 
over 1974. 


Paper, Packaging and Office Products continues 


The performances of these 
paper-related businesses contrib- 
uted significantly:to the company’s 
overall results. Our Composite 
Can Division, the leading manu- 
facturer of composite cans, had 
the best year in its history. 
Composite cans are spirally 
wound containers consisting of 
layers of paper in various com- 
binations with foil, steel or plastic. 
As 1976 began, the division had 
more prospective new products 
under development than at any 
other time. New products that are 
being evaluated include cans for 
non-carbonated beverages, 
margarine, vegetable oil, peanut 
butter and pet foods, among 
others. The division already 
produces composite cans fora 
wide range of products, including 
cleansers, frozen juice concen- 
trates, motor oils, pesticides, 
refrigerated dough, caulk, potato 
chips, sealants, ready-to-spread 
frosting, English muffins, cooking 
oil, and, as of early in 1975, 
powdered drinks, a significant 
new growth opportunity. 

The division’s first European 
composite can plant is scheduled 
to be in production in 1976 in 
Lievin, France. It will produce 
composite cans for refrigerated 
dough products. Construction of 
a new technical center for product 
research was begun during 1975 
at the division’s St. Louis, Missouri, 
headquarters. A new, larger man- 
ufacturing facility was authorized 
to replace an existing plant in 
Kansas City, Kansas, because of 
an increase in business. Addi- 
tionally, construction was begun 
on a facility which will process 
metal ends for composite cans. 

In spite of a somewhat 
dramatic drop in orders for cor- 
rugated containers early in 1975, 
our Corrugated Container Division 
had the second most profitable 
year in its history — 1974 having 
been the most profitable. 


With business activity closely 
tied to the state of the general 
economy, demand declined early 
in the year. As the economy 
started to pick up later in the year, 
however, our markets began to 
show renewed strength. 

The outlook for corrugated 
containers remains excellent. 
Capital investments have resulted 
in considerable improvement in 
production efficiency at our 
manufacturing facilities, and have 
given us the capacity to support 
increased sales at a rate greater 
than the industry average. 

During 1975, we began a 
project that will greatly increase 
capacity at our Wallula, Wash- 
ington, corrugated container 


manufacturing facility. Capacity 
expansions were completed at our 
La Porte, Indiana, and Nampa, 
Idaho, plants. We also purchased 
an interest in a corrugated con- 
tainer plant in Nuremberg, 
Germany, our first corrugated 
container operation within the 
European Economic Community. 
We already serve the corrugated 
container markets in Austria and 
eastern Europe through Duropack, 
a joint venture that operates two 
manufacturing plants in Austria. 
Performance of the Envelope 
Division was adversely affected 
by the general decline in business 
activity during 1975. The division 
reduced the number of its 
manufacturing plants in 1975 from 


Above — Boise Cascade is a major producer of paper; envelopes produced 
by the company have many uses; the company’s modern office products 
distribution centers are located throughout the U.S. 


Opposite — Corrugated containers provide packaging protection for fruit, 


produce and many other food products. 


Paper, Packaging and Office Products continues 


six to five by selling an unprofit- 
able facility in Dallas, Texas. With 
an improving economy, business 


in 1976 is expected to be better » 
than in 17>: 

The performance of our Office ~ 
Products Division was very solid _ 
in 1975. The division’s strength w’ 
lies in its capability to distribute its 
products to a majority of busi- 
nesses in the country through a 
network of independent retailers, 
and to its ability to serve large 
companies on a national basis. 
The division also has distribution, 
information and financial control 
systems that are models of effi- 
ciency in the office products indus- 
try. These will be further enhanced 
this year when construction of the 
division’s new headquarters and 
an adjoining distribution center 
are completed. The facilities are 
located in the Chicago area. 

Aided by an improving 
economy in 1976, we expect not 
only stronger performance, but 
continued expansion of our office 
products business. 

The 1975 results of our paper- 
related joint ventures are reported 
in the Unconsolidated Joint 
Ventures section of this report. 


Boise Cascade is the leading 
manufacturer of composite cans in 
the U.S. 
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Paper/ Statistical Review 


Sales (millions) 


$500 
400 
300 
200 
100 
0 
1971 1972 1973 1974 1975 
Sales are before elimination of 
interbusiness sales (in millions) of 
$20, $22, $28, $29 and $33. 
Operating Income (millions) 
$100 
75 
50 
25 
0 


1971 1972 1973 1974 1975 


Operating income is before 
corporate administrative costs, 
interest and taxes. 


Sales Volumes* 
1975 1974 1973 1972 1971 


(thousands of tons) 


Newsprint 332 389 Soil 429 426 
Business papers 291 347 342 249 206 
Paperboard 246 236 270 263 254 
Printing and publishing papers 182 235 175 202 200 
Converting papers 108 129 169 225 233 
1,159 1,336 1,287 1,368 1,319 
Market pulp 60 70 24 21 _ 
Total 1,219 1,406 Teale 1,389 1,319 
Facilities 


Pulp and/or paper mills: 10 mills located in International Falls, Minnesota; Salem 
and St. Helens, Oregon; Brattleboro, Vermont; Steilacoom, Vancouver and Wallula, 
Washington; Fort Frances and Kenora, Ontario, Canada; Esquintla, Guatemala. 


*Does not include statistics for unconsolidated joint ventures and affiliated 
companies which are presented separately in the Unconsolidated Joint Ventures 
section. The company’s paper manufacturing facilities at Fort Frances and Kenora, 
Ontario, Canada, were closed by strikes for most of the fourth quarter of 1975, 
resulting in a loss of approximately 101,000 tons of paper production. 


Packaging and Office Products/ Statistical Review 


Sales (millions) 


$500 
400 
300 
200 
100 
0 
1971 1972 1973 1974 1975 
Sales are before elimination of 
interbusiness sales (in millions) of 
$3, $3, $2, $3 and $2. 
Operating Income (millions) 
$100 
75 
50 
25 
0 


1971 1972 1973 1974 1975 


Operating income is before 
corporate administrative costs, 
interest and taxes. 


Sales Volumes* 
1975 1974 1973 1972 1971 


(millions) 
Corrugated containers 
(square feet) (1) 4,187 4,482 4,545 4,063 3,539 
Composite cans 3,250 3,140 3,194 2,986 2,853 
Envelopes 5,487 6,575 6,811 6,582 5,955 


(1) Intrabusiness sales of corrugated containers have been eliminated. 


Facilities 

Composite can plants: 21 plants located in Richmond and Santa Ana, California; 
Ocala and Orlando, Florida; Forest Park, Georgia; West Chicago, Illinois; 
Indianapolis, New Albany and Whiting, Indiana; Kansas City, Kansas; Hazelwood, 
Missouri; Greensboro, North Carolina; Orrville, Ohio; Bradford, East Greenville and 
Levittown, Pennsylvania; Jackson and Memphis, Tennessee; Carrollton, Denison 
and Houston, Texas. 


Office supply, equipment and furniture distribution: 26 distribution centers located in 
Brisbane and Compton, California; Denver, Colorado; Jacksonville, Miami and 
Tampa, Florida; Atlanta, Georgia; Hilo, Honolulu, Kahului and Lihue, Hawaii; 
Chicago, Illinois; Warren, Michigan; St. Paul, Minnesota; Moonachie and 
Pennsauken, New Jersey; New York, New York; Charlotte, North Carolina; Brooklyn 
Heights and Cincinnati, Ohio; Portland, Oregon; Nashville, Tennessee; Salt Lake 
City, Utah; Seattle, Washington; Milwaukee, Wisconsin; Guatemala City, Guatemala. 
20 retail outlets located in Hilo and Honolulu (3), Hawaii; Chicago (10), Illinois; 

Salt Lake City (2), Utah; Guatemala City (4), Guatemala. 


Envelope plants: 5 plants located in Addison, Illinois; Rochester, New York; 
Cleveland, Ohio; Allentown and Pittsburgh, Pennsylvania. Statistics above include 
those for a plant in Dallas, Texas, which was sold in June, 1975. 


Corrugated container plants: 18 plants located in West Memphis, Arkansas; 
Sunnyvale and Torrance, California; Golden, Colorado; Stratford and Waterbury, 
Connecticut; Burley and Nampa, Idaho; LaPorte, Indiana; St. Paul, Minnesota; 
Lumberton and Newton, North Carolina; Marion, Ohio; Salem, Oregon; Dallas, Texas; 
Salt Lake City, Utah; Spokane and Wallula, Washington. 


*Does not include statistics for unconsolidated joint ventures and affiliated 
companies which are presented separately in the Unconsolidated Joint Ventures 
section. 
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Unconsolidated Joint Ventures 


The 1975 results of Boise a 
Cascade's joint ventures and 
affiliated companies were sharply 
lower than those of the previous 
year. Our share of the profits from 
these operations in 1975 was $3.9 
million, compared to $8.5 million 
in 1974, a decrease of 54%. Total 
revenues of these businesses 
increased 9% to $216.2 million 
in 1975. 

Boise Southern Company, a 
joint venture of Boise Cascade 
and Southern Natural Resources, 
Inc., reported income of $6.2 
million in 1975. Income in 1974 
was $10.2 million. Our share of 
these earnings was $3.1 million 
in 1975 and $5.1 million in 1974. 

Boise Southern operates an 
integrated forest products complex 
that includes two pulp and paper 
mills and three wood products 
manufacturing facilities in Lou- 
isiana. Boise Southern also owns 
50% of Vancouver Plywood 
Company, which operates two 
plywood plants, three sawmills 
and a hardwood milling facility in 
Louisiana. 

Boise Southern’s pulp and 
paper mill at De Ridder is one of 
the most efficient in the U.S., with 
capacity to produce approximately 
530,000 tons of newsprint and 
paperboard annually. Yet, the 
De Ridder facility experienced 
reduced orders for its products 
during 1975, as did the rest of the 
paper industry. Boise Southern’s 
pulp and paper mill at Elizabeth, 
which has the capacity to produce 
about 90,000 tons of paper 
annually, also suffered from weak 
market conditions. 


Above — Boise Southern’s pulp and 
paper complex at De Ridder, 
Louisiana, is modern and efficient. 


Below — The company’s joint 
venture pulp and paper mills have 
convenient access to deepwater ports. 
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In addition, depressed con- 
struction activity took its toll on 
Boise Southern’s wood products 
manufacturing operations. 

In spite of Boise Southern’s 
comparatively lower results for 
1975, its long-term outlook is very 
good. Its manufacturing facilities 
are supported by an owned and 
controlled timber base of 783,000 
acres, which provides Boise 
Southern with a high degree of 
timber self-sufficiency. Its 
manufacturing facilities are well 
situated to economically serve 
markets in the eastern U.S. 

In addition, Boise Southern can 
readily serve foreign markets 
through its access to relatively 
low-cost ocean transportation. 

Miramichi Timber Resources 
Ltd., located in the Canadian 
province of New Brunswick, ended 
1975 with a loss, which was 


attributable to a strike that began 
early in November and ended in 
the first quarter of 1976. The 
production lost in 1975 as a result 
of this strike was approximately 
36,000 tons of pulp. MTR reported 
a net loss of $1.4 million for 1975, 
compared to net income of $6.6 
million in 1974, which included 

an extraordinary gain of $2.7 
million. Boise Cascade's share of 
the loss in 1975 was $686,000. 
Regardless of the strike, MTR’s 
operating results still would have 
been less than those of 1974, 
because the world market for pulp 
was soft during 1975. Moreover, 
operating costs increased 
significantly, further eroding 
MTR’s earning power. With a 
recovery of the world’s economy 
following by several months the 
U.S. economic recovery, demand 
for pulp is expected to be stronger 
during 1976. This should 

benefit MTR. 


Unconsolidated Joint Ventures/ Statistical Review 


Equity in Earnings (millions) 
$15 


10 


a -— 5 
1971 1972 1973 1974 1975 


See the Notes to Financial 
Statements for an expanded 
discussion of the company’s 
unconsolidated joint ventures and 
affiliated companies for 1974 

and 1975. 


Sales Volumes* 


Our other joint ventures and 
affiliated companies reported net 
income of $2.4 million in 1975, an 
8% decrease compared to 1974. 
Boise Cascade’s share of these 
earnings was $1.5 million for 1975 
and $1.4 million a year earlier. 
These operations include Duro- 
pack, Bataan Pulp and Paper 
Mills, Inc., Sepulveda Properties, 
Inc., and Zamboanga Wood 
Products, Inc. 

Duropack operates two corru- 
gated container plants in Austria, 
serving markets in that country 
and eastern Europe. Boise 
Cascade has management re- 
sponsibility, in addition to a 23% 
ownership interest, in the Bataan 
pulp and paper mill in the Philip- 
pines. Boise Cascade also has 
management responsibility for 
Boise Southern, MTR, Duropack 
and Zamboanga Wood Products. 


1975 1974 1973 1972 1971 

(thousands of tons) 
Paperboard 273 244 299 235 221 
Newsprint 162 120 156 130 125 
Converting papers 88 62 27 35 35 
Business papers _16 = paexs — Se 
539 426 482 400 381 
Market pulp 151 225 214 186 175 
Total 690 651 9G 58GB SEK 

(millions) 

Corrugated containers (square feet) 962 1,202 832 927 777 
Plywood (square feet) 41 68 58 7 _ 
Lumber (board feet) 40 20 dd 7 6 


Facilities 


Pulp and/or paper mills: De Ridder and Elizabeth, Louisiana; Newcastle, 
New Brunswick, Canada; Bataan, Philippines. 


Corrugated container plants: Vienna-Liesing and Kalsdorf, Austria. 


Sawmills: De Quincy, Louisiana; Zamboanga City, Philippines. The sawmill at 
Boiestown, New Brunswick, Canada, was destroyed by fire in April, 1975. 


Plywood plants: De Quincy, Louisiana; Zamboanga City, Philippines. 


Pole plant: De Quincy, Louisiana. 


Other: Commercial complex in El Segundo, California. 


*Does not include sales volumes of Vancouver Plywood Co., Inc., of which 
Boise Southern Company owns 50%. A strike closed the Miramichi Timber 
Resources Ltd. pulp mill during most of the fourth quarter of 1975, 
resulting in a loss of approximately 36,000 tons of pulp production. 
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Latin American Investments 


Income from the company’s 
Latin American investments was 
$19.3 million in 1975, an increase 
of 48% compared to the $13 
million earned in the previous 
year. The increase largely resulted 
from $9.9 million in interest 
payments received from the 
Government of Chile during 1975, 
compared to $3 million received 
during 1974. In addition we 
received $12.5 million in principal 
payments during 1975. Of the 
1975 amounts, $6 million of 
interest and $9.4 million of prin- 
cipal represented the final install- 
ments due under a revised 
payment schedule agreed to in 
1972. In February of 1976, Chile 


paid its regular semiannual install- 
ment of $3.5 million in principal 
and interest. 

Excluding our ongoing wood 
products and paper operations, 
Boise Cascade's investment 
in Latin America, less our reserve 
of $76.5 million, was $89.4 million 
at the end of 1975. This was a 
reduction of 14% in our invest- 
ment, compared to 1974. The 
reserve is available for losses that 
might be sustained in the future. 
We believe the reserve balance is 
adequate. 

We sold our Argentine cattle 
ranch operation in December, 
1975. The cash purchase price 
was paid in U.S. funds and 
resulted in a relatively small loss 
which was charged to the reserve 
for Latin American investments. 


Our remaining Latin American 
investments consist principally ‘of 
an electric utility in Ecuador, 
representing an investment of 
$29 million, Brazilian notes with 
a principal balance of $72 million, 
and the Chilean notes with a 
balance of $62.6 million. 

Results of Boise Cascade’s 
Latin American wood products 
and paper operations are included 
in the Wood Products and Paper 
sections of this annual report. 


Latin American Investments/ Statistical Review 
Sales (millions) 


1971 1972 1973 1974 1975 


Sales are before elimination of 
interbusiness sales of 
$1 million in 1971. 


Operating Income and 
Interest Income (millions) 


1971 1972 1973 1974 1975 
ee Operating income 


Be interest income 


Operating income is before 
corporate administrative costs, 
interest and taxes. 
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Investments by Country 


1975 1974 1973 1972 1971 
(expressed in thousands) 
Foreign Government Notes 
Argentina $ — $ — $ — $ 3,483 $ 6,966 
Brazil 71,998 71,998 79,310 121,894 125,417 
Chile 62,618 75,146 75,146 75,146 75,146 
Colombia — — _ 20,163 21,537 
Costa Rica —_ _ 7,747 8,153 8,529 
134,616 147,144 162,203 228,839 237,595 
Other Investments 
Argentina — 5,198 8,256 11,312 15,472 
Ecuador 28,953 25,932 24,875 22,933 22,603 
Guatemala — — — — 25,827 
Panama — — _— 18,137 29,316 
Accrued interest and other 2,340 2,340 8,271 8,146 2,210 
Total investment 165,909 180,614 203,605 289,367 333,023 
Investment reserve (76,542) (77,139) (77,839) (69,647) (42,356) 


Net investment 


Discontinued Operations 


Despite the unfavorable impact 
of the nation’s troubled economy 
on the real estate market in 
1975, Boise Cascade made further 
progress toward achieving its 
goal of withdrawing from the realty 
business. 

Receivables, net of reserves, 
decreased during the year from 
$150.9 million to $122.9 million. 
The average remaining term of 
these receivables decreased from 
5.7 to 4.8 years. 

Inventory of real estate held for 
sale was also reduced by $20.4 


million to $65.8 million. 

In early 1976, the company 
sold approximately $80 million of 
the receivables of its real estate 
operation. The sale had no 
adverse effect on income since 
the transaction was accounted 
for in the realty reserves. 

The funds generated from 
this withdrawal program were 
used primarily to reduce realty 
debt. Realty debt was further 
reduced in 1975 when the remain- 
ing $55 million of Boise Cascade 
Credit Corporation debentures 
were retired. 


Realty Assets and Liabilities Net of Reserves* (millions) 


Year Ended December 31, 1971-1975 


Inventory and other investments 


oe Notes receivable 
BE iabitities 


300 


1972 


1971 


The company’s original plan 
to withdraw from the realty busi- 
ness anticipated that substantially 
all of this business would be 
liquidated in a five-year period 
ending in 1977. We believe we can 
attain this objective and the 
reserve balances are adequate. 
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*For an expanded discussion of the realty business in liquidation, refer to the Notes to Financial Statements. 
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Statement of Income by Business 


Year Ended December 31, 1975 and Consolidated Year Ended December 31, 1974 


(expressed in thousands) 
Boise Cascade Corporation and Subsidiaries 


Revenues 
Sales() 
Interest and other income 


Costs and expenses 
Cost of sales 
Depreciation and cost of 


company timber harvested 


Selling and administrative 
expenses 


Interest expense 


Operating income 


Timber and 
Wood Products 


$420,474 


4,557 
425,031 


380,037 
19,029 
18,521 


417,587 
$ 7,444 


(1) Sales by business are before elimination of interbusiness sales. 
(2) Other Operations consist of computing, leasing, transportation and insurance ones 


Building 
Materials Paper 
$336,963 $398,439 
- (6) 184 
336,957 398,623 
284,608 285,542 
O775 2714 
47,101 17,039 
334,484 325,295 
$ 2,473 $ 73,328 


which primarily support other operating units of the company. 


(3) Elimination of interbusiness sales and adjustments to interbusiness profits in inventories. 


Transfers between businesses are recorded primarily at market price. 
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Income by Business 


Packaging . 
and Office 
Products _ 


$446,223 
(20) 
446,203 


344,191 
6,342 


58,407 


“408,940 
$ 37,263 


Latin 
American 


Investments 


$ 16,730 
15,716 
32,446 


7,668 


1,186 


Other 
Operations(2) 


$ 20,316 
883 


91,199 


15,004 


Total 


$1,639,145 


25,248 
1,664,393 


1,317,050 
55,163 


146,477 


1,518,690 
$ 145,703 


Corporate 
ina and Subsidiaries 
Uagelae Consolidated 
Adminis- Year Ended December 31 
tration Eliminations() 1975 1974 
$ — $(181,095) $1,458,050 $1,453,550 
522 —_ 25,770 30,410 
522 (181,095) 1,483,820 1,483,960 
— (182,090) 1,134,960 1,080,970 
957 — 56,120 48,812 
24,943 —— 171,420 157,051 
22,250 — 22,250 21.297 
48,150 (182,090) 1,384,750 1,308,590 
$(47,628) $ 995 99,070 175,370 
Income taxes 35,180 71,730 


Boise Cascade Corporation 


Income before extraordinary 


gain 63,890 103,640 
Extraordinary gain — 1,330 
Net income $ 63,890 $ 104,970 


Financial Review 


Sales* (millions) 
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Earnings* (millions) 


$125 


1971 1972 1973 1974 1975 


*For continuing operations. 
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Discussion and Analysis of the 
Summary of Operations — 1975 
Compared to 1974. Sales in 1975 
totaled $1.458 billion, compared 
with 1974 sales of $1.454 billion. 
Sales of our building materials, 
packaging and office products 
businesses rose slightly in 1975 
as a result of increased selling 
prices and the full-year effect of 
facilities newly built or acquired 
during 1974. These gains were 
partially offset by sales declines 
in Our wood products and paper 
operations. The low level of 
housing starts reduced demand 
for wood products. At the same 
time, high customer inventories 
resulted in reduced orders for 
certain grades of paper, con- 
trasting with the strong demand 
and tight supply situation exper- 
ienced in 1974. The results of our 
paper business were also affected 
by widespread industry strikes in 
Canada which idled the com- 
pany’s mills there for most of the 
fourth quarter of 1975. 

Costs continued to accelerate 
more rapidly than prices for most 
of the company’s products, there- 
by reducing profit margins. In 
addition, profit margins were 
adversely affected by temporary 
closures at certain wood products 
manufacturing facilities during the 
first half of the year, and reduced 
operating rates at several of our 
paper mills during the entire year. 

Interest and other income de- 
clined by $4.6 million, primarily 


because interest income from the 
company’s short-term investments 
fell by $7.8 million. Income from 
the company’s unconsolidated 
joint ventures also decreased by 
$4.6 million. However, these de- 
clines were partially offset by the 
increased interest income re- 
ceived in connection with the 
Chilean Government notes. 

Interest expense increased 
slightly, primarily due to the 
issuance of $30.7 million of 
revenue bonds. 

1974 Compared to 1973. Sales 
in 1974 surpassed 1973 levels by 
10%, increasing to $1.454 billion. 
Our paper, packaging and office 
products businesses generated 
sharply higher sales as a result of 
the strong demand for pulp and 
paper products and the removal 
of price controls on paper prod- 
ucts in mid-1974. This increase 
more than offset the sales decline 
experienced by our wood prod- 
ucts and building materials 
businesses, which were adversely 
affected by the reduced level of 
housing starts. 

Costs increased during 1974 
and 1973, reflecting the rapid rate 
of inflation experienced during 
that period. The cost of logs and 
other raw materials, labor, fuel, 
chemicals, operating supplies and 
replacement parts for machinery 
all increased due to inflationary 
pressures. 


Summary of Operations 


Continuing operations 


Sales 
Costs and expenses 


Income from operations 
Interest and other income 
Interest expense 
Income taxes 


Income from continuing operations 
before extraordinary items 


Income (loss) from discontinued 
operations, net of taxes 
Extraordinary items, net of taxes 


Net income (loss) 


Income (loss) per share 


Continuing operations before 
extraordinary items 


Discontinued operations 
Extraordinary items 
Net income (loss) 


Cash dividends declared per 
common share 


Balance Sheets 


Assets 
Cash and short-term investments 
Receivables, net 
Inventories 
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Assets of realty business in liquidation . 


Property and equipment, net 
Timber and timberlands 
Timber deposits 
Foreign government notes 
Investment reserve 
Investments in joint ventures and 

affiliated companies 
Deferred tax benefits 
Other assets 


Liabilities and Shareholders’ Equity 
Notes payable 


Current portion of long-term debt 
Accounts payable and accrued liabilities 


Realty debt 
Other realty liabilities 
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Long-term debt, less current portion .. 


Minority interests in subsidiaries . 


Deferred income taxes 
Shareholders’ equity 


ee ed 


1975 


Year Ended December 31 


1974 


1973 


1972 


(expressed in thousands) 
$1,458,050 $1,453,550 $1,324,420 $1,130,780 


1,362,500 


1,287,333 


1,160,169 


1,029,570 


$ 978,750 
935,243 


95,550 
25,770 
(22,250) 
(42,238) 


166,217 
30,410 


(21,257) 
(74,955) 


3,225 


164,251 
22,120 


(22,931) 
(74,979) 


1,789 


101,210 
15,940 
(36,220) 
(38,890) 

1,600 


521 


90,250 


51,600 


43,640 


(19,250) 
(195,000) 


17,960 


(55,110) 
(48,000) 


$ 1.39 
(.61) 
(6.26) 


Sof 


(1.77) 
(1.54) 


$.6125 


29,451,660 


$ 34,071 
140,077 
261,852 
172,177 
631,531 
117,694 

16,199 
134,616 
(76,542) 


81,129 
193 
56,520 


$.4375 


29,486,733 


$ 92672 
129,735 
248,622 
241,243 
534,190 
109,385 

11,993 
147,144 


(77,139) 


76,840 
16,836 
44,176 


31,121,834 


$ 186,751 
141,406 
195,725 
262,625 
445,968 

95,378 

9,971 

162,203 
(77,839) 


67,785 
35,712 
50,185 


31,150,412 


S$ 65,176 
249,716 
180,410 
344,075 
460,145 
106,771 

6,848 
228,839 
(69,647) 


59,966 
49,802 
78,520 


2% 
31,125,165 


$ 81,267 
225,095 
210,284 
518,634 
588,493 
106,679 

6,590 
237,595 
(42,356) 


51,354 
114,590 


$ 25,676 
46,733 
231,724 
65,467 
10,238 
320,615 
2,823 


866,241 


$11,075 
44,777 
229,054 
134,192 
oot 
319,605 
5,069 


821,934 


256,354 
162,377 
16,121 
359,558 
8,495 


730,130 


$ 55,133 


80,743 
248,908 
219,435 

18,808 
523,183 

6,691 


617,720 


$ 53,946 
35,251 
215,111 
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Sales Dollar Uses 


1975 


1974 


a Energy 


Employee compensation 
and benefits 


Depreciation and cost of 
company timber harvested 


Income taxes 


Earnings available to 

shareholders 
Dividends 1¢ and 1¢ 
Reinvested 3¢ and 6¢ 


OO Materials and other expenses 


Interest and other income in- 
creased by $8.3 million in 1974, 
primarily because of higher in- 
come from the company’s uncon- 
solidated joint ventures and a 
reduction in other expense items. 
Interest expense decreased in 
1974 as a result of reduced debt. 

The company recorded an 
extraordinary gain of $1.3 million 
during 1974 as a result of the 
recognition of a tax loss Carry- 
forward by Miramichi Timber 
Resources Ltd., an unconsoli- 
dated joint venture. The company 
recorded an extraordinary gain in 
1973 of $51.6 million. This gain 
included $48.6 million, net of 
related taxes of $28 million, 
resulting from the sale of the 
company’s northern California 
timber and wood products opera- 
tion; and $3 million, net of related 
taxes of $435,000, resulting from 
the sale of the company’s pub- 
lishing business and other miscel- 
laneous assets. 

Income Taxes. The effective 
tax rate declined to 35.5% in 1975 
as compared to 40.9% in 1974, 
which in turn was a decline from 
the 44.8% rate experienced in 
1973. These lower rates were pri- 
marily the result of higher invest- 
ment tax credits and a greater 
percentage of our income being 
taxed at the capital gains rate. 
The company’s effective tax rate 
is determined primarily by the 
relationship between our ordinary 
U.S. income, taxed at a 48% rate, 
and our capital gains, taxed ata 


30% rate. Our capital gains result 
principally from the harvesting of 
timber. 

The investment tax credit, which 
reduces federal income tax 
expense, rose to $7.1 million in 
1975 compared to $3.2 million in 
1974. This was due to an increase 
in the investment tax credit rate, 
and an increase in capital 
spending qualifying for the invest- 
ment tax credit. The 1973 invest- 
ment tax credit totaled $1.8 
million. 

The deferred tax benefits of 
$193,000 on our balance sheet at 
December 31, 1975, are composed 
of $42.4 million of future tax bene- 
fits which are expected to be 
realized during our withdrawal 
from the realty business, offset by 
a deferred tax liability of $42.2 
million relating to our continuing 
businesses. This deferred tax 
liability results from providing 
income taxes for all items in- 
cluded in the statements of income 
regardless of when such items are 
reported for tax purposes. Income 
tax law provides options for the 
treatment of certain items, such 
as the method of depreciation of 
fixed assets. Consequently, items 
are included in the income state- 
ments that are reported for tax 
purposes in a different year. 

The company’s actual tax 
payments in 1975 were reduced 
by the utilization of tax benefits of 
$10.1 million related to realty and 
$3 million related to Latin Ameri- 
can investments. This compares 
to tax benefits utilized in 1974 of 
$26.1 million related to realty and 
$3.5 million related to Latin 
American investments. 

Financial Position. The com- 
pany’s continued emphasis on 
conservative financial planning 
and maintenance of a flexible 


financial structure enabled it to 
finish the year in a strong financial 
position even though 1975 was a 
year in which the homebuilding 
industry experienced its worst 
conditions in 29 years. During the 
year we were able to maintain a 
satisfactory cash position while 
capital spending was increased, 
total debt was reduced and the 
dividend rate on our common 
stock was raised. 

During 1975 the company 
retired $116.1 million of debt, 
including $55 million of Boise 
Cascade Credit Corporation 
debentures which matured in June 
of 1975, and $14.4 million of other 
realty debt. Total long-term debt, 
which includes debt of the com- 
pany and its realty subsidiary plus 
the present value of noncapita- 
lized future lease payments, 
decreased to $417.7 million as 
compared with $490.9 million at 
the end of 1974. The company’s 
long-term debt-to-equity ratio at 
December 31, 1975, was .48 to 1, 
compared to .6 to 1 at year-end 
1974. This is well below our target 
of .6 to 1. This debt-to-equity 
target is, in our opinion, very 
conservative because it is cal- 
culated on reported equity, which 
includes our timber resources at 
Original cost. The current market 
value of our timber resources is 
significantly greater than reported 
book value. 

During the next three years the 
company expects to retire approx- 
imately $190 million of existing 
debt, including realty debt. 
Because of this, and the funding 
requirements of our capital pro- 
gram, in early 1976 loan agree- 
ments were negotiated with 


several insurance companies 
for $60 million of additional un- 
secured long-term debt. 

The company also has commit- 
ments from a number of lenders to 
provide credit in future years. In 
December, 1975, we entered into 
a revolving credit agreement with 
a group of international banks for 
loans of up to $40 million. The 
revolving credit is for a three-year 
period at the end of which time it 
may be converted to a two-year 
term loan. This $40 million is in 
addition to the $200 million credit 
agreement which was entered into 
during 1974. No borrowings were 
made on either of these commit- 
ments during 1975. 

We also have short-term lines 
of credit aggregating $53.4 mil- 
lion. This includes domestic lines 
of credit totaling $35 million, all of 
which were unused as of year- 
end, and commitments to our 
foreign operations totaling $18.4 
million, of which $6.7 million 
was unused at year end. 

During 1975, revenue bonds 
totaling $30.7 million were issued. 
The purpose of these bonds was 
primarily to finance the construc- 
tion of pollution abatement equip- 
ment, two manufactured housing 
plants and a composite can plant. 

These commitments and loans 
will give us the necessary flexi- 
bility to deal with uncertain eco- 
nomic conditions, while continu- 
ing Our capital program as 
planned. 


Analysis of Total Debt (millions) 
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Debt-to-Equity Ratio 


1971 1972 1973 1974 1975 


Current portion of long-term 
debt and notes payable. 


Present value of noncapitalized 
future lease payments. 


I Realty debt. 


Long-term debt of Boise Cascade 
and subsidiaries, excluding realty. 
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Shareholders’ Equity 


Per Share 
$30 
28 
26 
24 
22 
20 
18 
1971 1972 1973 1974 1975 
Closing Prices of Common Stock 
1975 1974 
High Low High Low 
First quarter $1834 $10% $18 $13% 
Second quarter 23% 16% 18% 13% 
Third quarter 27% 20% 15% 10% 
Fourth quarter 24 20% 13% 10 
The company’s common stock is traded principally on the New York Stock 
Exchange. 
Closing Bid Prices of Preferred Stock 
1975 1974 
High Low High Low 
First quarter $28.00 $28.00 $37.00 $35.00 
Second quarter Not traded Not traded 37.50 35.00 
Third quarter 32.00 32.00 33.00 27.00 
Fourth quarter 32.00 30.00 27.00 25.00 


The company’s preferred stock is traded principally in the Over-the-Counter 
market. 
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Significant modifications to our 
principal loan agreements were 
negotiated in February, 1976. The 
major change involved the mort- 
gage which had secured the 
company’s outstanding long-term 
debt since 1973. This mortgage 
was released by our principal 
lenders. 

Our remaining investments in 
realty and Latin America are a 
factor in our overall financial 
structure. These investments rep- 
resent approximately $228 million 
of nonstrategic assets that are not 
providing an acceptable rate of 
return. This compares to a net 
investment of $246 million at 
December 31, 1974. During 1975 
we received $12.5 million in prin- 
cipal payments and $9.9 million 
of interest on the Chilean notes. 
With these payments, Chile is 
Current on its financial obligation 
to the company. We also sold 
Our remaining operations in Ar- 
gentina, consisting of four cattle 
ranches. In February, 1976, we 
sold approximately $80 million of 
receivables of our discontinued 
realty operation. This sale had no 
adverse effect on income since 
the transaction was accounted for 
within previously established 
reserves. Proceeds from the sale 
were used primarily to prepay 
$51 million of realty debt. We will 
continue to convert the remaining 
realty and Latin American assets 
to cash or to investments in our 
basic businesses as opportunities 
occur, thus adding to our overall 
financial strength. 


Capital Program. During 1975 
— the second year of a five-year 
$1.1 billion capital program — the 
company spent $206 million com- 
pared to $175 million in 1974. 
Included in this amount are 
expenditures for timberland, plant, 
property and equipment, lease 
commitments and the working 
capital required by new facilities. 
Spending under the capital pro- 
gram is essentially on schedule. 

Our timber and wood products 
operations accounted for 36% of 
the 1975 capital program, building 
materials 6%, paper 36%, 
packaging and office products 
16%, with all other spending 
totaling 6% of the program. 

Replacement of existing facili- 
ties and equipment represented 
19% of 1975 capital spending. 
Pollution and safety expenditures 
represented 13%. The remaining 
68% was for efficiency improve- 
ments, expansion of existing 
facilities, construction of new 
facilities, the purchase of fee 
timberlands and acquisitions in 
our paper and building materials 
businesses. Spending will con- 
tinue to be directed toward in- 
creased efficiency, modernization 
and additional capacity. 

Our present plans call for the 
spending level to increase In 
1976, but to remain flexible de- 
pending on the state of the eco- 
nomy. However, the company’s 
five-year capital program, begun 
in 1974, is still expected to total 
$1.1 billion. 

Each discretionary project 
aimed at the expansion and 
improvement of our businesses is 
expected to earn at least a 12% 


after-tax return over the life of the 
investment. However, the antici- 
pated returns for most of these 
projects are greater than this 
minimum acceptance level. 

Dividends. In 1975, the com- 
pany paid a dividend of 12%¢ per 
common share in the first and 
second quarters of the year. The 
board of directors voted in May to 
increase the quarterly dividend 
to 16% ¢ per common share and 
accordingly, this amount was paid 
in both the third and fourth 
quarters. The 1974 dividend pay- 
ment on the common shares was 
6% ¢ per common share in the 
first and second quarters of the 
year and 12%2¢ per common 
share in the last two quarters. The 
company paid a dividend of 75¢ 
per share on its preferred stock 
in each quarter of 1975 and 1974. 

Our dividend policy reflects the 
company’s need for significant 
amounts of capital for improve- 
ments and expansion, while at the 
same time recognizing the needs 
of our shareholders for income 
distributions. We will continue to 
review our dividend policy. 

Return on Total Capital. The 
capital employed in 1975 was 
$1.359 billion compared with 
$1.357 billion in 1974. Our return 
on total capital for 1975 was 
5.6%, a decline from the 8.6% 
return for 1974. 

We define total capital as 
shareholders’ equity plus all 
interest-bearing debt, including 
the present value of noncapital- 
ized future lease payments, minor- 
ity interests and deferred taxes. 


Capital Program* (millions) 
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**Estimated average annual 
capital expenditures. 


Return on Total Capital * 


10% 


1971 1972 1973 1974 1975 


*Based on income for continuing 
operations. 
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Return on Shareholders’ 
Equity* 


1971 1972 1973 1974 1975 


*Based on income for continuing 
operations. 


Return on Sales* 


1971 1972 1973 1974 1975 


*For continuing operations. 
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14% 


8% 


Income in this calculation is de- 
fined as net income after taxes, 
but before the deduction of 
interest, the imputed interest on 
lease payments and minority 
shareholders’ interests. 

Options Trading. During 1975, 
the PBW Stock Exchange unilater- 
ally listed options involving the 
underlying common stock of the 
company for trading on that 
exchange. Also, early in 1976 the 
Chicago Board Options Exchange 
established a similar listing, 
making this the first instance of 
dual option trading. The company 
did not initiate these listings, and 
we are unable to determine what 
effect, if any, they will have on the 
performance of our common stock. 

Litigation. The company, like 
many American businesses today, 
is burdened with having to defend 
itself in numerous court or other 
legal proceedings. With increas- 
ing government regulation of 
almost every facet of business life, 
and laws that encourage the use 
of the courts to obtain social and 
other objectives, involvement in 
litigation is inescapable. These 
legal actions often are unwar- 
ranted and unfounded. Neverthe- 
less, substantial financial and 
management resources must be 
committed for their defense, and 
their outcome is not always pre- 
dictable because of the complexity 
of the issues involved and the 
uncertain or evolving state of the 
law which applies. 


A description of some of the 
legal proceedings in which the 
company is involved is contained 
in the Notes to Financial State- 
ments. If the plaintiffs in the 
actions described were to prevail, 
the damages assessed against 
the company could be substantial; 
however, it is unlikely that unfavor- 
able judgements would have a 
material adverse effect on the 
company or its operations. In the 
opinion of our management and 
legal staff, the company’s position 
in these cases is sound, and our 
position is being vigorously 
defended. 

Inflation. While the current rate 
of inflation has subsided from 
1974 levels, it still persists at a rate 
substantially above historical 
norms for the United States. In the 
business, professional, academic 
and governmental communities, 
few other subjects have received 
more attention during the past two 
years. Management of the com- 
pany has devoted considerable 
time analyzing the effects of in- 
flation on the operation of our 
business and developing strat- 
egies to deal effectively with the 
problem. 

The accelerated inflation of the 
past several years has resulted in 
speculation that corporate earn- 
ings are inflated by the method 
used to account for inventories. 
During a period of rising prices, 
earnings — even though they may | 
be fairly stated — are not fully 
available to the company or its 
shareholders, because cash flow 
in part must be used for the re- 
placement of inventories which 
have a higher cost than those 
previously purchased. Conversely, 


in a period of declining prices, 
earnings fail to show the full eco- 
nomic benefits accruing to the 
shareholders by the amounts 
made available through lower-cost 
inventory replacement. 

The company uses the lower of 
average cost or market to deter- 
mine the cost of inventories in- 
cluded in cost of goods sold. If 
we had adopted an inventory 
accounting method which charges 
the most recent manufacturing 
cost or purchase price to cost of 
goods sold, such as last-in, first- 
out (LIFO), we estimate that 1975 
and 1974 profits after tax would 
have been reduced approximately 
10% and 13%, respectively. This 
calculation assumes the use of 
this method for all of the com- 
pany’s inventories. General 
industry practice is to utilize LIFO 
only for selected inventories. 

Canadian Wage and Price 
Controls. Wage and price con- 
trols were introduced into the 
Canadian economy during the 
last quarter of 1975. The majority 
of our Canadian sales are for 
export from Canada, and are 
exempt from regulated pricing 
restrictions. The application and 
impact of these wage and price 
controls on the company’s oper- 
ations are uncertain at the 
present time, but we do not 
expect the effect to be material 
in 1976. 

Pensions. During the last 
several years there have been 
significant improvements in the 
company’s pension plans. We 
have made improvements in our 
salaried pension plans in order 
to remain competitive in our 
industry and with industry in gen- 
eral. Also, in our primary indus- 
tries, wood products and paper, 
pension benefits negotiated with 


employees covered by collective 
bargaining agreements have 
increased substantially. Total pen- 
sion expense for 1975 was $17.1 
million compared to $12.8 million 
for 1974. This increase is partially 
attributable to improved benefits, 
but also reflects new employees 
added as a result of acquired 
operations, the effect of salary 
increases for existing employees 
and the effects of a decrease in 
value of pension fund assets as 
of the date of the last actuarial 
valuation. The performance of the 
pension fund assets subsequent 
to the last actuarial valuation has 
substantially exceeded the per- 
formance assumed by our pension 
plans. This improvement will have 
a favorable impact on future pen- 
sion expense. 

The excess vesting liability 
increased from $36.4 million to 
$55.8 million. The excess vesting 
liability is the amount owed to 
vested employees over and above 
the market value of assets avail- 
able in trust for payment of pen- 
sion benefits. The excess vesting 
liability will be reduced by the 
additional annual funding by the 
company. This liability is also 
affected by changes in the perfor- 
mance of the pension fund assets 


discussed above. During the past 
year our unfunded liabilities 
increased from $101.8 million to 
$126.8 million. The company 
funds substantially all pension 
costs accrued. 

Finance and Audit Committee. 
The Finance and Audit Committee 
of the board of directors met five 
times during the year to review 
the company’s financial state- 
ments, budgets and financial 
controls. The Audit Subcommittee, 
composed of six outside directors, 
reviewed the results of the annual 
audit with representatives of the 
company’s independent public 
accounting firm and reviewed the 
scope of internal and external 
audit activities. 
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Quarterly Results of Operations 


for the Years Ended December 31, 1975 and 1974 


Boise Cascade Corporation and Subsidiaries 
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First quarter .... 3.5... 2 
Second quarter ...50 2.22; 
Third quarter .. 23... 423 
Fourth quarter .2.... 7.33: 


Extraordinary gain 
Net income 


1975 1974 
Per 

Income Share Sales Income 

(in millions, except per share amounts) 

$ 12 $ .42 $ 343 $ 26 

18 61 379 31 

20 67 398 29 

14 -46 334 18 

$ 64 2.16 $1,454 $ 104 
$ 2.16 


Statements of Income 


Boise Cascade Corporation and Subsidiaries 


Year Ended December 31 


1974 


(expressed in thousands) 


1975 

Revenues 
ASS a Rs Pee re eg Re A Tis osc Me a $1,458,050 
RUG COMIC CMI inh e whe col eos mi tte CN eata cence h Cebbe rary ints ot halle 25,770 
1,483,820 

Costs and expenses 

SG Une UML al Nace pA e PCE the vila! Sl atrd Cabipoocilas a! si ielal a Roast bliecid ib wale cet d'a si a‘e'h'e, Rowers 1,134,960 
‘Depreciation and cost of company timber harvested ................ 0.020000. 56,120 
Rea UNNI SI ALIVE OXPENSES ieee Nal a wie see's eee a wide eres vin alain 171,420 
REE IESE MMO ie re crane gate snCe Galea Ghald ds eels gual 94: « epeletmale © lee melanie $ 22,250 
1,384,750 
Income before income taxes and extraordinary gain ..................0.000 005. 99,070 
Tefet lc cy CE igs sa ee a Sick ESATO STN Aa SoD ean ee pea ev EVR ENED 35,180 
iMcome Deore CxtraOrdinary Gaim ok ik leks eee ee ee beeen 63,890 
Sm EMEEr ETIED CLO CRATE MeL iN) MiMalacel sven lidet a tialet allele ile luitalay ux 2 wai kaye 4 Wow alee ca abetsaie bodies — 
SS CEU SME hats RSD INT oe Oa eG eens aie keg mR R Sn KOM AD ie soni E $ 63,890 

Per share 
Ne OPO EL AONCUTIALY CLAIM Stich ivca se eidiigl sine a (mud ona lel gs w ba o'e eles w'lajcotiw tm lalla $2.16 
cere NR PMN ALU CCAUENE Ls Sis ct aS ceustehas Ais elie te alts isis bolhdliev'etig« jo. am aye aimee s se we pom alia toole w haia ewe 
ELE TEIS Sas POE SOR CE oad Pe OS I RET $2.16 


The accompanying notes are an integral part of these Financial Statements. 


$1,453,550 
30,410 


1,483,960 


1,080,970 
48,812 
157,551 
21,257 


1,308,590 


175,370 


71,730 


103,640 
1,330 


$ 104,970 
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Balance Sheets 


Boise Cascade Corporation and Subsidiaries 


December 31 
Assets 1975 1974 
(expressed in thousands) 
Current aN as 
Cash’ and short-term INVeStMents oy a aol neta a na wien nat ane atte $ 34,071 $ 92,672 
Receivables, less allowances of $2,609,000 and $2,781,000 ................... 140,077 | 129,735 
Inventories, at lower of average cost or market ........ 0... 0. ccc eee eee eee es 261,852 248,622 
436,000 471,029 : 
Assets of realty business in liquidation ...................... Fen e aE RINE ORL NE) ee 172,177 241,243 
Property ran 
Property:and Gquipmemtisi cies de ee errr sy cer ne NCH Ine dean ee Healey 1,035,294 895,606 
Accumulated depreciation! 0 oe Cie aaa ian SH ae eneaiis eam rh cee (403,763) (361,416) 
‘ 631,531 534,190 
TIMbDE ANG TIMBEHANAS ee en eM Oe aa Sr Re oa eateoratoeer AICO DVI MUA UI 117,694 — 109,385 
Timber GEDOSTTS eee eee tae ena ent 16,199 11,993 
765,424 655,568 
Other i | 
Foreign GOVEMMENTINOTES eee oe eet tear ee ea eau ural rah teen 134,616 147,144 
InVEStIMENt: FESCFVE i) cos eure iii utes Neat ce ma toy aaa as a eM ean emis CTO oh i ce (76,542) (77,139) 
Investments in joint ventures and affiliated companies ....................0.. 81,129 76,840 
Deferred tax DENeTIES ie a te OU TTS Wie a nS Messen ae a Hey citar ante tetaa ease 193 16,836 
Other ASSets ei i ee eC a as ea an oe recat anaes Ad 56,520 Rn te WV 
$1,569,517 $1,575,697 
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io 


| 
| 


December 31 

' Liabilities and Shareholders’ Equity 1975 1974 
i (expressed in thousands) 
_ Current | . : 

EE PAVADIO Cheung CL emu Ne i aU ala $ 25,676 $ 11,075 
Pot en POrion Oftond-tern debt 1) es a oa 46,733 44,777 
i OO HOLE) SON Os) NS eet ERO ee SRM ie OADM RN ert 898 12,691 
a Mecuunts payable dnd wcorued Habilitios 0) ee ee, 230,826 216,363 
304,133 284,906 


Liabilities of realty business in liquidation . 


ROONVIAOOL cake Wiew cial a Me tiaeu PGR Ae RB Ra aA OSB Ona a SAVILLE AnH Ca vac 65,467 134,192 
% Pero any MADIIMOS rw iiiumnenhGtetey tae iale es Lice ats aywiiuliiaimielehe i lace iG eae seh 10,238 9,991 
if 75,705 144,183 
i. Long-term debt, less current portion .............. 00.0000... 0 ccc eee 320,615 319,605 
Minority interests in subsidiaries ............ 0.0... 0.00 c ccc ees 2,823 5,069 
Shareholders’ equity 
Preferred stock ............ thle Ba eshte ohh eg ORM ARTEIAE aG a IM NY aa SAT LSAT 5,543 5,543 
Ce GL ga a TS ov on CAPSTRANS eta OTS Nit Rc NERS Hast AL RLG Ra Ps OR PU Eee 77,888 77,882 
‘(ool do) eli ore lio sting ier | olh es) tieamtatui diet ice Hava ERO eM e U Hon EI NA Lise So esa Ry 400,169 400,132 
CeO ALMIAS ee Nyy Mae ale hk itil crc) MIONELUUI HE ES a INGE sc gamit, Teo GuNNi gee IL iy 409,196 363,317 
PAS UVESIOCIG LU COSE hiram Cig e mu at cilia oiull lui ula Gia ceue Mie Galle sakaene) SUatate. sacle ual ARuG (26,555) (24,940) 


866,241 821,934 
$1,569,517 $1,575,697 


The accompanying notes are an integral part of these Financial Statements. 
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Statements of Lae | 
Changes in Financial Position | | 


Boise Cascade Corporation and Subsidiaries : ' 


Year Ended December 31 
1975 1974 


(expressed in thousands) 


Sources of Working Capital 


Income before extraordinary iGaunes . scene Rael iaie Rin hase STAs eRe hate ocyie ie Wich aeaaee $ 63,890 $103,640 
Items in income not affecting working capital ‘ : 
Depreciation and cost of company timber harvested ....................--05, 56,120 48,812 | 
Deferredincome taxes yc a UU an Sear tanat ee Mie AMS Li age 12,033 1,358 ‘ 
Equity in earnings of joint ventures and affiliated companies .................. (3,934) (8,487) ; 
Minority interests in'income (lOSSES) ee eee eee a eee ei Milly (478) | 602 
Total from OPeratlons ey ie in RASA aA alan NBTStte Ge arcana al Wiglts «Vena ntiNy, ae 127,631 145,925 | 
Foreign government notes | 
PFOCEEMS fFOM SALAS he eS Ge aN ee UMA UeN Tea aU a aa — — 10,623 
Principal PayMeNtS  TECCIVE i OU aa ea acme ROR MUG eau EA ceed 12,528 | 215 
Additions: to long-term GED a ei ul socie aWiakala ar lahat eRe Re Ni Pe ea SA CTA 44,703 dt ae 
Sales of property and CQuipment ial iiany ey nit See aie ae NCSC ge Fea 6,019 4,948 
Tax benefits not affecting income Heian 
Rea ee eee ee a TM ge ARIE UCTS HES VA Maia tae Se ee a RAR Ta La nae 10,109 26,122 
Latin AMET Ca ee er esc Ui A ISN Ue Ue a a ee UATE a AL 3,050 io 16 
OTRAS ieee eee TE RATT head Vc oe Tra STE SOM aS EL maT Dale Gee A 1,093 12,761 
Total: sources of working Capital aii U iii aii eee neMareaivaly seater 1 UOel ty 205,133 215,633 
Uses of Working Capital 
Realty eat 
Effect of NQUIGATON Oe ie a Salis HA iA es eX ee Reed ReaD ea ania Heals es alebitat (69,313) (15,252) 
Debt payments less DOrrowings oi.) leo ee diaries TEETH OOM eg eo 68,725 28,185 
Additional deferred tax benefits .............000. Rua Ny ea ey Ee ulna ABW) ha 6,900 15,600 — 
Total fromrealty i il i ee ee elas 6,312, 28,533 
Payments and current portion of long-term debt ............. 0.0... 0.000 c cee ene 48,675 — — 48,581 
Additions to property'and equipmenti es ii edie ciauile hes ila oy a alii eA aS ith i? 162,545 143,107 
Expenditures for timber and timberlands 20000 ea os SS ER 11,859 17,929 
Net increase in timber deposits ....... ak aca ult eal ang A TOUR eA 4,206 2,022 
Cash dividends declared) (i ie uu ee Ae Mein Nae OHTA lc cect aural gy ai Kt 18,303 13,169 f 
AIPGther ABE ee Ce ae 7,489 (862 1m 
Total uses of working Capital . 200.) 000) haste a A: 259,389 254,203 | 4 
Decrease in working capital .................... UU eee Mi ge eet $ (54,256) $(38,570) 
Changes in working capital / 
Increase (decrease) in current assets . ‘ 
Cashiand Short-term investments) 2020.00 Ce re itl Peseta RD $ (58,601) $(94,079) 
Receivables ......... He Ea Ma ge Ha TR NUS ae ROS GOA at 10,342 CTAB T aD 
IRVENLONICS ie et cranial elicit Uae Rta fe SE EN ceeaU US NA 13,230 __ 52,897 
| (35,029) (52,853) — 
(Increase) decrease in current liabilities Lee na Pe aa 
Notes payable ee ee er eer etl meee te (14,601) (4,110) 
Gurrent portion of long-term: debt ic 7 ae eee LTR rn ema Ca cok od ania (1,956) | (8,907) 
INCOME Taxes Davalos ie sa waite athe cnt Ran rams nan MRISU aE Sat NOU Siege 11,793 27,786 | 
Accounts payable and accrued liabilities tig oe Da (14,463) (486) | 
, (19,227) 14,283 
Decrease:in WOrking Capitabae ei aie ius ia wR anal a veiehne fa ay $(54,256) $(88,5/70)))) 3 
i {ih 
The accompanying notes are an integral part of these Financial Statements. 
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Statements of | 
Additional Paid-in Capital 


Boise Cascade Corporation and Subsidiaries 


Additional Paid-in Capital 


Belence ar DeGIInINGr Ol TENOR es ue cre aks alla et UN ee acta aicisiisdalie at ene 


Seeders MEIGS MOL AOU en HOE Mic priaiss a a cha allots dain gle es Gaim Oade Giluipial sade cH ar Ey 
DeMRe aONG OR TME VOR HEN ay CLs cl dued elieie's ice Rul whe Clambie Gl ea ts 


Retained Earnings 
Bee a DegiENING OT INGIVERl ne 
BaF ROT EGER hah) UR iS Dac Eh ULL UR OAT gt 
Cash dividends declared i 


The accompanying notes are an integral part of these Financial Statements. 


1975 


and Retained Earnings 


Year Ended December 31 


1974 


(expressed in thousands) 


$400,132 
37 


$400,169 


$400,130 
2 


$400,132 
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Notes to Financial Statements — 


Boise Cascade Corporation and Subsidiaries 


Summary of Significant Accounting Policies 

Consolidation The financial statements include the accounts of the Company and all subsidiaries in 
which it holds a majority interest, after elimination of intercompany balances and transactions. 

At December 31, 1975, the carrying amount of investments in consolidated subsidiaries exceeded 
underlying book value by $2,967,000. Substantially all of this amount is being amortized over periods 
of up to 30 years. 


Investments |nvestments in which less than a majority interest is held, but in which management © 
control or significant influence exists, are accounted for by the equity method. The equity in earnings 
is included in “‘Interest and other income” in the Statements of Income. These investments are 
reduced when dividends are received by the parent companies. 


Inventories \nventories are stated at the lower of average cost or market. Manufactured Ves 
include costs for material, labor and factory overhead. 


Net Income Per Share Net income per share has been computed on the basis of the average 
number of common shares outstanding during the period after deducting from net income the 
dividends on the preferred shares. Stock options and Series A preferred stock are considered 
common stock equivalents, but their assumed conversion had no material dilutive effect on net 
income per share. The average number of shares used in the computation was 29,451,660 for 1975 
and 29,486,733 for 1974. 


Property Property and equipment are recorded at cost. Lease obligations for which the Company 
assumes substantially all the property rights and risks of ownership are capitalized. Improvements 
which increase the useful life of the property and replacements of major units of property are 
capitalized, and the replaced property is retired. Maintenance, repairs and minor replacements are 
expensed as incurred. | 


Provisions for depreciation and amortization of property and equipment are computed for financial 
reporting purposes substantially at straight-line rates. Generally the rates average 6% on paper mills, 
10% on sawmills and from 2.5% to 33% on all other principal items of property and equipment. 


The net book value of property sold or retired is removed from the asset and the related depreciation 
accounts, and the net gain or loss is included in income. Certain operations utilize composite | 
depreciation methods; accordingly, there is no gain or loss recognized on partial sales or retirements. 


Interest is normally expensed as incurred except when it is incurred in conjunction with major 
capital additions, and then it is capitalized as part of the asset cost. Interest capitalized on major 
capital additions is determined by applying current interest rates to the funds required to finance 
the construction. No significant amounts of interest were capitalized during 1975 or 1974. The 
amortization of interest capitalized in prior years did not significantly affect income for the years 
1975 or 1974. 


Timber and timberlands are presented at cost, less the cost of company timber harvested. Cost of 
company timber harvested and amortization of logging roads are determined on the basis of timber 
removals at rates based on the estimated volume of recoverable timber and are credited to the 
respective asset accounts. 


Timber deposits are made on timber harvesting contracts with public and private sources from which 
the Company obtains a portion of its timber requirements. As of December 31, 1975, the Company 
had deposited $16,199,000 on timber-harvesting contracts totaling approximately $162,000,000. 

The Company reflects only the cash deposits and advances on these contracts because the Company - 
generally does not incur a direct liability for, or ownership of, this timber until it has been harvested. 


Foreign Operations The accounts of foreign operations are translated to U.S. dollars at market rates 
of exchange as follows: cash and marketable securities, accounts receivable, receivables due 
beyond one year, current liabilities and long-term debt are translated at year-end exchange rates; 
income and expense accounts are translated at average exchange rates for the year, except for 
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_ depreciation and amortization; and all other accounts are translated at rates in effect at the time of 
purchase. This method of translation was adopted in 1975 to conform to the Financial Accounting 
Standards Board Statement No. 8. The effect of this change in method of translation had no 
significant effect on income. 


Foreign exchange losses during 1975 totaled $563,000. In addition, the Company’s share of the 

joint ventures’ earnings included $408,000 of foreign exchange losses. Net income from foreign 
sources, excluding Canada, was $9,357,000 for the year ended December 31, 1975, and $10,352,000 
for the year ended December 31, 1974. The Company’s net investment in foreign countries, 
excluding Canada, but including foreign government notes, was $119,472,000 at December 31, 1975, 
and $140,903,000 at December 31, 1974. Approximately $3,915,000 of the Company’s retained 

_ earnings attributable to foreign operations in Colombia are restricted by that government in terms 

_ of repatriation to the United States. 


See ee ee 


| Start-up Costs Preoperating costs incurred in conjunction with major new manufacturing facilities 
are Capitalized during the period of construction and are amortized over periods ranging up to 

15 years. No significant amounts of preoperating costs were capitalized for the years ending 

_ December 31, 1975 and 1974. Preoperating costs capitalized have a remaining balance of 
approximately $5,916,000, of which $5,227,000 is related to costs incurred during the formation and 
start-up of Boise Southern Company, an unconsolidated joint venture. 


| Research and Development Costs Research and development costs are expensed as incurred. 
_ During the years ended December 31, 1975 and 1974, research and development expenses were 
| $2,284,000 and $2,620,000, respectively. | 


_ Other Income 

_ “Interest and other income’”’ on the Statements of Income includes interest income, gains or losses on 
_ the sale of property, foreign exchange gains or losses, equity in earnings of joint ventures and 
affiliated companies and other miscellaneous income and expense items. 


q In order to avoid a prolonged condemnation proceeding, the Company has agreed to the sale of 

' approximately 52,000 acres of timberland in Minnesota to the National Park Service. As payment for 
- 25,000 acres, the Company received $4,570,000, in the fourth quarter of 1975, representing after-tax 
__ income of $.10 per share. The income from this sale is included in “Interest and other income.” 

_ When the funds are appropriated by Congress, the Company will receive $6,555,000 for the balance 
of the land. 


_ Income Taxes 

_ The Company provides income taxes for all items included in the Statements of Income, 

_ regardless of when such items are reported for tax purposes and when the taxes are actually paid. 
_ The investment tax credit is recognized currently as a reduction of income tax expense. 

7 Income tax expense includes the following: 


Year Ended December 31 


REHM COR NOLS WN ene TAS ZT IR SE TRO GIS 1974 
Federal State Foreign Total Total 

ae (expressed in thousands) 
me Current.income taxes wi. 000. ed ee. $ 21,396 Die LOL So. Glooe $ 30,205 $43,597 
_ Deferred income taxes ................. 7,638 726 3,669 12,033 1,358 
Bunvestment tax credit....-- 0.1. .s su (7,058) ma — (7,058) (3,225) 
Total income tax expense ............... $ 21,976 $ 2,883 $ 10,321 $ 35,180 $ 71,730 
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Notes to Financial Statements .o coniinies 


Boise Cascade Corporation and Subsidiaries 


A reconciliation of the theoretical tax expense, assuming all United States and foreign income were 
taxed at the statutory U.S. federal income tax rate, and the Company’s actual tax expense is 
as follows: 


Year Ended December 31 


21975 1974 

Percentage _ Percentage 

of Pre-tax of Pre-tax 

Amount Income Amount Income 
(expressed in thousands, except percentages) 

Theoretical tax-expense vis eee et ue tea $ 47,554 48.00% $ 84,177 48.00% 

Increases (decreases) in taxes resulting from 

Income taxed at the capital gains rate ............. (7,261) (7.33) (10,533) (6.01) 
Investment tax Creqgit cui Ti ud Du coum ee (7,058) (7.12) (3,225) (1.84) 
O11 1a] dances NEL DUT Ran a HERA Ai uiaGaiabetnanim BO DLC RUAN I 1,945 1.96 to ey fis’ 

Actual tax expense ici ie ie es ie is a ee aa aaa $ 35,180 35.51% S71 7o0 40.90% 


Deferred income taxes result from timing differences in recognition of revenue and expense for tax 
and financial reporting purposes. The nature of these differences and the tax effect of each were 
as follows: 


Year Ended December 31 
1975 1974 


(expressed in thousands) 


Book depreciation under tax depreciation: 2 eI Uae eiciniat alae eels $ 2,414 $ 4,695 


Deferred expense AMOrtization i Gs ea ee mimetics ne Cec itt g (1,325) (1,154) 
Interest income reported In prion tax: TETUTNS en ee erie eau ise y 2,400 — —— 
(Increase) decrease in tax basis of inventories resulting from timber capital gains... 7,456 (1,975) 
Taxes deferred onsale of andi cies i aea tad ala Maen a eneCRN IRR alya Ocal ee atiaM 1,421 — 
Ol tal =] aes oa Me CMR aL at MMMM EME ey cme R eH eel ol i) aa A Ae ata aap au Nina (333) ‘’ (208) 


ESN SRM vue een Sn EGR GR lc UN aOR SS ARRIBA $ 12,033 $1,358 


The Company has undistributed earnings of approximately $86,910,000 from certain of its foreign 
subsidiaries. U.S. income taxes, net of allowable foreign income tax credits, have been provided on 
$16,402,000 of the undistributed earnings. The Company has not provided U.S. income taxes on 
$70,508,000 of the undistributed earnings of its Canadian subsidiaries because of its plans to reinvest 
these earnings in Canada. The Company believes that foreign income tax credits would be available 
to substantially offset any such taxes. 


As apart of prior years’ extraordinary charges applicable to the Company’s discontinued businesses, 
estimated future tax benefits applicable to the losses were recorded. However, these benefits are 

not realized for tax purposes until the losses are actually incurred. For the years ended December 31, 
1975 and 1974, the Company realized $10,109,000 and $26,122,000, respectively, of such benefits 
from the realty business. 


It is the policy of the Company to record the income tax benefits or costs on the iguana of foreign 
government notes and other Latin American investments when such benefits or costs are realized. 
These benefits or costs are credited or charged to the investment reserve and are not reflected in the - 
Statements of Income. For the years ended December 31, 1975 and 1974, the coe realized 
$3,050,000 and $3,516,000, respectively, of such benefits. 


The Company’s federal income tax returns have been examined through 1971, and certain 
deficiencies have been proposed. The amount of deficiencies, if any, which may actually be 
assessed cannot be determined at this time, but the Company believes that it has sufficient reserves 
to cover any such assessments. 
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Realty Business in Liquidation 
_ In mid-1972, the Company made the decision to discontinue its remaining realty business. 

The Company’s plan to withdraw from and liquidate the realty business anticipated that substantially 
all of this business would be liquidated within a five-year period ending in 1977. Management 
believes this objective can be attained and the reserve balances are adequate. 


Assets of Realty Business in Liquidation 
On the Balance Sheets, assets of the realty business, less reserves, are included in the caption 
“Assets of realty business in liquidation,” and consist of the following: 


December 31 
1975 1974 
(expressed in thousands) 
See SnOcsictin MVESIMEMIS Wire ee OO I a aber $ 10,915 $ 60,571 
Receivables, less unearned interest and discount of $3,189,000 
and $3,810,000 and reserves for doubtful accounts of $13,240,000 and 
Deen ee en eee tee eee eee ree aoe a aligiodwcla'lalleban a alican ani 122,904 150,861 
Re MMC COMMAGL OL SAIC ce kart iki age lee aile a eels alg lols Vee bale estes Sor uialiay 12,716 9,147 
Real estate held for sale, less reserves of $54,047,000 and 
$56,544,000 to reduce to estimated realizable value ...............0..000005. 65,798 86,230 
Estimated costs to complete real estate projects .......... 20.0.0... cee eee (11,272) (24,163) 
eR ACN aS ee A hecho a. gas aja, Bolalle, Gd adi a)ai'olalel eyoy alba uve alia cela 10,014 13,100 
Reserve for estimated future liquidation costs and contingencies ................. (38,898) (54,503) 
$172, 17% $241,243 


In February, 1976, the Company sold approximately $80,000,000 of receivables of its discontinued 
realty business. The purchaser assumed the credit risk associated with the receivables in excess of 
$5,500,000 and the Company retained the project developer’s responsibilities related to the 
receivables. The proceeds from the sale were used primarily to prepay $51,000,000 of realty bank debt. 


Liabilities of Realty Business in Liquidation 
Liabilities of the realty business are segregated into the captions ‘‘Realty debt” and “Other realty 
liabilities” on the Balance Sheets. 


Realty debt consists of the following: 


December 31 
1975 1974 
(expressed in thousands) 
Boise Cascade Credit Corporation Debentures, 10%, paid June 15, 1975.......... $ — $ 55,007 


Notes payable to banks, due in installments through 1979, with 
interest at 34% over the prime rate resulting in rates of 8.00% and 
MU eo AUR OTCALOS ICING ALOR rele en SLi SE BN eae unes oon aieens inenelaeal Dal Save ee, 51,000 60,000 


Other notes payable, due in installments through 1995, of which 
$10,961,000 is secured by certain realty assets with a book value of 
$18,956,000, with interest rates averaging 6.33% and6.50% ........ el UDMA aD De HN 14,467 19,185 


$ 65,467 $134,192 


Notes payable to banks in the amount of $51,000,000 were prepaid in February, 1976. The annual 
payments required on the remaining notes are $3,143,000 in 1976, $3,036,000 in 1977, $1,176,000 in 
1978, $1,369,000 in 1979, $1,256,000 in 1980 and lesser amounts thereafter through 1995. 


. At December 31, 1975, the Company was contingently liable in the amount of $8,476,000 for 
receivables which were sold with recourse. The portion due in one year is approximately $3,651,000. 
Realty reserves for doubtful accounts include an amount for estimated losses on such receivables. 
In addition, the realty subsidiary has guaranteed $1,544,000 of loans of divested and unaffiliated 
companies and $3,307,000 of third party customer financing. 
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Notes to Financial Statements continues 


Boise Cascade Corporation and Subsidiaries 


Liquidation Statement 
Net liquidation costs for the realty business have been charged to the reserve for estimated fulline 
liquidation costs and contingencies and consist of the following: 
Year Ended December 31 
1975 0 oes 
(expressed in thousands) 
Liquidation costs : ) 


Cost of assets ‘and services SOld iii ce aaa ee eee a ie A ei $ 14,677 $ 39,815 
Selling and administrative: Expenses Pe se Pee NU Nter BA Uat ile Neh aul iano 18,495 23,134 
INTEFESTI EXPENSE is ce eMC INS AU NCGS Ma a en eA eee NRC aN 15,179 25,489 
O40) =) UE Mee ee nea LO cota HIN RIITAN Ent ar RCH thin Glin 1 oN Se: bt HTUg) MER MH 1,481 665 
49,832 89,103 

Liquidation revenues 
Sale of'assets And iServices ee ee et rR aad sie ae Utara Lg 11,468 28,168 
INTEFEST INCOME eee ree eee A tele AU ah aa aa a ADO CN CL 15,859 21,533 
. 2higer. 49,701 
NOt COSt OF TQUuidctiorn ye a cia ik coer ad iia goed Pe ane aoa a OCI CRS A $ 22,505 $ 39,402 


Reserve for Estimated Future Liquidation Costs and Contingencies 
An analysis of the reserve for estimated future liquidation costs and contingencies for the periods 
is as follows: 
Year Ended December 31 


1975 1974 

(expressed in thousands) 

Reserve balance; beginning of the Year iii. Geen oie ee iet es teetinaa ate Ce Datea Soba MIU |g $ 54,503 $ 78,305 
Net cost of liquidation ei ee any iT a at i emitter ct een Mee LMI Mle tL uy (22,505) (39,402) 
Tax benefits added to the reserve ...................000., Raita. pM UL ae ERC 6,900 15,600 
Reserve balance, end of the year si)oiec ie Siu ee cas Meee eM ey ee eae date $ 38,898 $ 54,503 


vA 
The reserves for losses applicable to the discontinued realty business are estimates of the net amount 
of loss to be incurred from June 30, 1972, to completion of liquidation. Net liquidation costs, 
including interest expense, administration and property taxes incurred after June 30, 1972, through 
final liquidation, net of interest collected on notes receivable, are charged to the reserve. Therefore, 
the income or losses attributable to the withdrawal from and liquidation of the realty business have. 
not been reflected in the Company’s Statements of Income since June 30, 1972. 


Tax benefits were originally recorded as part of prior years’ extraordinary charges at rates 
approximating expected future realization. Benefits received to date and current estimates of benefits 
to be realized are greater than originally expected. Accordingly, the estimated tax benefits to be 
realized from realty losses were increased in 1975 and 1974 by $6,900,000 and $15,600,000, 
respectively, and equal amounts were added to the reserve for estimated future liquidation costs 

and contingencies. 


Statements of Changes in Financial Position from Realty 
The effect of the realty business on the funds flow of the Company was as follows: 
Year Ended December 31 
1975 1974 
(expressed in thousands) 


Net cost of liquidation charged tothe reserve i ee ee it oe $(22, pa —$(39,402) 
Decrease In TECeIVADIeS iis ees ik ies argc Re eT a AUC aera Vani ene eeu so ea he oT AAS 39,489 
Decrease in real estate held for sale and in other realty assets .................. 7,058 Wot ey is WD 
Increase (decrease) in other realty liabilities .......... 0.0.0.0... ee eee ee eee 247 (6,130) 
Decrease (increase) in cash and short-term investments ...............0....2.. 49,656 eae (he oh 
Tax benefits: added tothe reserve: i sci bs Pers Ie la ebeiall nh ret ai Bean Na cy 6,900 15,600 

$ 69,313 . $ 15,252 
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Foreign Government Notes 

Utility properties have been sold in prior years to foreign governments for a combination of cash 

and long-term notes which are payable in United States dollars. 

The notes, which earn interest at an average rate of 6.27%, consist of the following: 
f December 31 


1975 1974 
. (expressed in thousands) 
EOS ST aa a ene Mee MAT EAee Sn aS $ 71,998 $ 71,998 
Cy ah EAE ge a OSIRIS RSME IRD eG CEC TA Pen AEG BR La 62,618 75,146 
$134,616 $147,144 

Scheduled principal collections are as follows: 
Brazil Chile Total 

(expressed in thousands) 

ei ee ahi Un ASE A Mata alig cre ligule clu aug lal GUC vapll $ — $ 3,132 SANS ee 
ee ea ae MN eK sus NU IMaMC MUL wuuLbeM CHL Shu Ua Uh a la Bt und — 3,132 3/132 
aS eMC oO OY yey Micra cern MUM Laat Ue oh an grated) sGdig Wag tala UCU Cat _ 3,132 3,132 
EE SUE TCS OS ei he Mine A ae RM eRe —- roy 3,132 
chs OG AA A nS a oO A OE eae a HA — 3,102 3,132 
Te oA la RS ST TA a RT gO COE UL a a eae HA 7,633 15,660 23,293 
Me TNS eee Vee MGM ILI castes ere MeNeMS Nigga ad Uaioe alc x ara /B We ule ves blah a dl alal Ui 22,157 15,660 37,817 
PME GPRS TS SY ALE STRAT TUR SAOSS ea EAI UI ACS Tee Oa eee Ea ane NC 19,082 15,638 34,720 
Or Maia CMGI GR OLN MN RMN BIG itive nal Virke Bets aiel ditt ace! Ua WTUL 13,386 “ane 13,386 
Ce On eur ura av mrU iM ann ROI e iy fuug egt edt MRM 7,690 ape 7,690 
NS LE SS CREST Ea DST 2 OO Ae A a a a DED Eee RC Le 2.090 a 2,050 


$71,998 $62,618 $134,616 


In accordance with a revised installment schedule, the Company received principal and interest 
payments totaling $22,469,000 from the Government of Chile in 1975. Interest payments of $3,000,000 
were received in 1974. The interest income amounted to $.17 per share and $.05 per share for the years 
ended December 31, 1975 and 1974, respectively. With these payments, Chile is now current on its 
financial obligation to the Company. Interest income on these Chilean notes is recognized only as 
payments are received by the Company. 


In 1974, the Company sold its beneficial interest in $7,312,000 aggregate principal amount of 
promissory notes of Centrais Electricas Brasileieras S.A.-Electrobras, guaranteed by the Government 
of Brazil, to the First InterAmerica Corporation for a net purchase price of $4,571,000 which included 
$115,000 of accrued interest. Also in 1974, the Company sold $7,532,000 aggregate principal amount 
of promissory notes of Instituto Costarricense de Electricidad, guaranteed by the Government of 
Costa Rica, to Manufacturers Hanover Trust Company of New York for a net purchase price of 
$6,167,000. The resultant losses on these sales were charged to the ‘‘Investment reserve.” 


A subsidiary of the Company, Shanghai Power Co., owned and operated an electric utility serving 
Shanghai, China. Shanghai Power was expropriated by the People’s Republic of China in 1950. 
Pursuant to the China Claims Act, the United States Foreign Claims Settlement Commission has 
certified a claim for $55,600,000 plus interest at 6% from 1950 for the expropriated property. As a part 
of the effort to normalize relations between the United States and the People’s Republic of China, 

the two governments have, since 1972, been negotiating this and similar claims against the People’s 
Republic. It is not believed that any progress in the negotiations occurred during 1975. The Company 


owns 80% of the common stock of Shanghai Power, which also has outstanding preferred stock and 


debentures. The Chancery Court of the State of Delaware has determined that the preferred stock 
and debentures have no claim on the assets of Shanghai Power, but this determination is under 
appeal. It is not possible to predict the outcome of these negotiations or the appeal, and therefore 
the claim is not reflected in the Company’s assets. 
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The Company owns a majority interest in the stock of Cuban Electric Company, which also has other 
shareholders and several classes of secured and unsecured creditors having substantial interests in 
Cuban Electric. Cuban Electric’s electrical utility properties in Cuba were expropriated by the Castro 
government in 1960, and the United States Foreign Claims Settlement Commission has certified a 
claim by Cuban Electric of $267,600,000 plus interest at 6% from 1960 for the expropriated property. If 
any compensation were to be received by Cuban Electric on its claim against the Cuban Government, 
a determination would have to be made at that time as to how the compensation would be applied in 
satisfying the interests of the various classes of secured and unsecured creditors and its shareholders. 
At present, it is not possible to predict whether any compensation will ever be received or to what 
extent any creditor or shareholder might be paid if compensation were to be received from the 

Cuban Government, and therefore the claim is not reflected in the Company’s assets. 


Investment Reserve 

The Company has an investment reserve to absorb losses related to its investments in foreign 
government notes and certain other Latin American investments. Pretax losses incurred on these 
investments are charged to the reserve, and related tax benefits or costs are credited or charged to 
the reserve when realized and are not reflected in the Statements of Income. 


The foreign government notes are not publicly traded, and there are no market quotations available. 
The Company intends, as favorable opportunities arise, either to sell the foreign government notes 

or to convert them into investments in its basic businesses. Management believes that the investment 
reserve is adequate to absorb any losses which may be incurred as a result of such sale, conversion 
or other disposition of these notes and other Latin American investments. 


Summarized below are the investments related to the reserve, and transactions in the reserve: 


December 31 
1975 1974 
(expressed in thousands) 
Foreign government notes! 2 8 a ae St $134,616 $147,144 
ACCrUEdINIETESt a en Gt aan a en a ne LO SAR PHA AS ae 2,340 | 12 840 
Other Latin American) investments: ce oe she lalelancienienet stave eeaneneelocrtaeammoun Out acaae ut.) 28,953 31,1307 
Totaluinvestment ee ae ee be a ORRIN aN ei) cilia 165,909 180,614 : 
Investment reserve balance, beginning of the year ..... 0.0.0.0... 00 cece eee ee (77,139). (77,839). ‘aia 
Losses from disposition of Latin American investments and notes ... mtn 1,443 3,786 
Other, costs.and lOSses ise eee eel US RC eae emus re YS a aa 2,204 430 
Tax benefits realiZeg ii oe eT eT eR cr aN PRC IU PPR A a ig hah eOOO) (3,516) 
Investment reserve balance, end of the year oc uicuieis welt eeu ue ad (76,542) (77,139) 


Net) investments: oes oie yb ea Weill ete ee i een ee er el gla elei $ 89,367 $103, 475) * 


In December, 1975, the Company sold, for cash, its remaining Ioberetione in Argentina, which consisted _ 
of four cattle ranches. The loss from this transaction was charged to the “Investment reserve.’ : 


Investments in Joint Ventures and Affiliated Companies 

The Company, through a wholly owned subsidiary, has a 50% interest in an unincorporated joint _ 
venture, Boise Southern Company, which is engaged in the wood products and paper manufacturing 
business in Louisiana and Texas. Long-term financing of the De Ridder paper mill facilities was 
provided directly to Boise Southern by outside sources under a sale and lease-back agreement. ‘ 
The Company has guaranteed 50% of the lease payments for these facilities. These payments 


approximate $8,210,000 annually through 1993. In addition, the Company has guaranteed annuallease 


payments of $2,468,000 through 1991 for certain timberlands leased by Boise Southern, and has an 
indemnification agreement with the co-venturer, Southern Forest Products, Inc., and its parent, 3 
Southern Natural Resources, Inc., for 50% of this guarantee. The Company is obligated to purchase all 
of the De Ridder linerboard production and half of its newsprint production. Boise SOUS TE is audited 
by auditors other than Arthur SU dk a. & Co. 
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The Company has a 50% interest in Miramichi Timber Resources Ltd., which operates a market pulp 
mill located in Newcastle, New Brunswick, Canada, producing bleached and unbleached pulp 

for export. Long-term contracts provide for the sale of part of the output to the companies owning the 
other 50% interest. In 1975, these companies purchased a substantial portion of the output. 


The Company, through another wholly owned subsidiary, has a 50% interest in Duropack 


_ Neusiedler-Wiener Wellpappe Gesellschaft mbH, a company engaged in the corrugated container 


business in Austria. The Company is co-venturer with Chevron Land and Development Co., a 
subsidiary of Standard Oil Company of California, in Sepulveda Properties, Inc., a firm engaged in 
the development of commercial property in El Segundo, California. In connection with the latter 
venture, the Company has guaranteed approximately $455,000 of annual payments under a ‘“‘lease of 
convenience,’ and debt of approximately $3,889,000. The Company has a 40% interest in Zamboanga 
Wood Products, Inc., a company engaged in the wood products business in the Philippines. 

The Company also has a 23.2% interest in Bataan Pulp and Paper Mills, Inc., a company engaged in 
the pulp and paper business in the Philippines. 


The Company has management contracts with the joint ventures and affiliated companies except for 
Sepulveda. As a result of these contracts, the Company received $2,354,000 of management fees 
and sales service fees in 1975. The Company had total sales of $2,616,000 to the joint ventures and 
had total purchases of $82,966,000 from them. At December 31, 1975, the Company had receivables 
from the joint ventures amounting to $448,000 and payables to them totaling $9,373,000. 


Summary of Financial Condition of Joint Ventures and Affiliated Companies 


December 31 


1975 1974 
Boise 
Southern Miramichi Other Combined Combined 
(expressed in thousands) 

Assets 
CEEFETIT ASSETS eeu cum ne uy las $21,373 $19,816 $21,704 $ 62,893 $ 57,642 
Property and equipment, net ............. 105,607 35,395 34,469 175,471 177,365 
Timber and timberlands ................. 78,752 7,557 — 86,309 90,277 
RPPPIG ASSES Cire latte i INCN! aiteie tect araiue® aac 24,173 241 442 24,856 21,026 


$229,905 $63,009 $56,615 $349,529 $346,310 


SMTA TIOS uu a a a a $ 29,738 $13,709 $ 9,961 $ 53,408 $ 59,060 
Long-term debt 
Due financial institutions .............. 106,251 19,041 12,960 138,252 143,024 
Due joint venture partners ............. ray 19,167 | 7,778 26,945 26,065 
Va TT AVA RH UAL MISSES eT NAP re 93,916 11,092 25,916 130,924 118,161 
$229,905 $63,009 $56,615 $349,529 $346,310 
Boise Cascade Interest in : 
ERO LOTR CODE shee IN EN i $ — $13,163 $ $ 13,163 $ 12,261 


PRSRTEUTEY easels gra sree pranee nea altar alii cg, Wl 46,958 5,546 9,844 62,348 58,454 
$ 46,958 $18,709 $ 9,844 $ 75,5114 $ 70,715 


a Boise Cascade Investment ...... Napa eer $ 52,276 $18,709 $10,144 $ 81,129 $ 76,840 


The difference between the Company’s investment and the Company’s interest therein arises 

_ primarily because the cost exceeded the underlying book value of these investments by 
$5,618,000 at December 31, 1975, and $6,125,000 at December 31, 1974. Of the difference at December 
_ 31, 1975, $5,227,000 is attributable to costs incurred in the formation and start-up of Boise Southern. 
_ These costs are being amortized on a straight-line basis over a 15-year period. 
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During the period of formation and start-up, Boise Southern deferred the excess of expenses over 
revenues on properties acquired to provide a timber supply for the De Ridder pulp and paper mill, 
prior to the time the mill commenced operations. These deferred expenses are being amortized ona 
straight-line basis over a 17-year period. At December 31, 1975, the unamortized balance of 
$8,695,000 is included in “Other assets” of Boise Southern on the Summary of Financial Condition. 


Summary of Operating Results of Joint Ventures and Affiliated Companies 


Year Ended December 31 
1975 STS 
Boise 
Southern Miramichi Other Combined Combined 
(expressed in thousands) 
Revenues: 225 3) 3034.) 2k ee ea oe $119,845 $45,645 $50,719 $216,209 $198,767 
Gosts and expenses 3.222 25 S251 ss 0e)seeeee 88,997 39,810 42,087 170,894 143,939 
Depreciation and depletion ................ 15,435 3,119 2,228 20,782 18,846 
Interest expense. |... 225. RAS tee ae 9,169 4,088 1,237 14,494 14,076 
INnGOMNE: taxes *aiin ee eee a ee — —_— 2,722 2,722 5,103 
Extraordinary Gains ijn 2 2) ae ie Bee — — — —_— 2,660 
Net. income (lass) 3.5.0.7 2 a Se ea $ 6,244 $(1,372) $ 2,445 \ He ey TY $ 19,463 
Boise Cascade Equity in 
Earnings ' (loss) 225 ea eee $3,124 $ (686) $ 1,496 $ 3,934 $ 8,487 
Extraordinary gain -o)5 22, 2 — — — _— |, 1,330 


$ 3,124 $ (686) $ 1,496 $ 3,934 $ 9,817 


The Company includes as part of its tax provision, income taxes attributable to its equity in the 
earnings of Boise Southern. Boise Southern is an unincorporated joint venture and as such does not 
provide for income taxes. Boise Southern has included in its income the after-tax income from» 
50% owned incorporated businesses. Miramichi, Duropack, Sepulveda, Bataan and Zamboanga are 
corporations, and each files separate income tax returns. The Company records its equity in 
earnings on these operations after taxes. 


Miramichi sustained operating losses through 1973 and in 1975. The Company recorded its share of 
those losses without recognition of any tax benefits. As a result of Canadian operating income 
during 1974, Miramichi realized tax benefits from the operating loss carryforward. The benefits have 
been classified as an “Extraordinary gain’ on the Summary of Operating Results. The remaining 
operating loss carryforward, which approximates $8,700,000, is available to offset future operating 
income, thereby reducing tax payments. 
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Long-term Debt and Notes Payable 


Long-term debt (excluding realty debt) consists of the following: 


‘ 


Notes payable to various U.S. banks, with interest at 4% over 
the prime rate resulting in rates of 7.75% and 10.75% at the 
dates indicated ..... Ne a rate oe ec Be te a, blstAsjerure bik Gihin dw dre 


December 31 
1975 


Notes payable to insurance companies and other financial institutions, 
with interest rates averaging 7.42% and 7.34% (interest rates on 
insurance companies’ debt range from 5.25% to 9.25%) 


American & Foreign Power Company Inc. 


4.80% Debentures, subordinated to other long-term debt 


5.00% Debentures 
5.88% Debentures 


at i oo eee wees Sele Ne SAS 6 Oe) w 6 8 5 6m. ew ue ©) oe 8 ens e666 6 © ee » of a a a: @'e 


ee) pie Reese Mane ie Le slew Ae e oS © ob 6 = 2 © &)8 © © 6 v « s ts 6 «e.5) 6 © © @ Ofe wie ete = 


Revenue bonds, with interest rates averaging 7.90% and 6.40% 


Subordinated notes, convertible to common stock at an average of 


$28.56 per share through 1980, with interest rates averaging 6.40% 
Other long-term debt, with interest rates averaging 6.96% and 6.88% 
Lease-purchase obligations, with interest rates averaging 6.20% and 6.15% 


Less current portion 


Scheduled payments of long-term debt are as follows: 


1976 
Notes payable to banks ............ $20,000 
Notes payable to insurance 
companies and other 
financial institutions ............ 19,018 


American & Foreign Power 
Company Inc. 


4.80% Debentures* ............. — 
5.00% Debentures .............. — 
5.88% Debentures .............. ATT 


BerWEMeRIES OIMIS iis. nosis ene ee ws tees 181 
Subordinated notes ............... — 
Other long-term debt .............. 2,359 
Lease-purchase obligations ........ 898 

$46,733 


aon a Aaa / a -t.e6o et mals eels. 60s 6 « ole @. vs ¢ 6 6 6 <°k &)\ = 6_¢ © 6 4 jee <lece. 6) ow wae lm 


$20,000 


21,836 


1974 


(expressed in thousands) 


$ 53,834 $ 68,834 

ets Mie tae ot sah babes 159,298 170,248 

Zit ele os HEGEL Wis? BIS) Stee 38,757 38,757 

43,370 43,299 

4,277 8,637 

Pe RAE. + oh 34,847 4,321 

aS Tipe eR 8,800 8,800 

Md Fane $9 14,909 14,991 

esse 9,256 6,495 

367,348 364,382 

46,733 44.777 

$320,615 $319,605 

Remainder Final 

Payable Pay- 

There- ment 

me ltG 5 2 SEE ks SNOT Re Sols ge tsoo |... alter...Date 

(expressed in thousands) 

$13,834 $$ —. 5 ea Sige — 1978 

22,339 19,903 17,375 58,827 1996 

— —_— — 38,757 1987 

— —_— — 43,370 2030 

- —_ — — 1976 

200 217 2,356 31,700 2000 

— 1,320 1,320 6,160 1985 

2,429 1,404 1,226 5,248 1996 

662 © 685 4,405 1,839 1989 
$39,464 $23,529 $26,682 $185,901 


*The Company holds $14,712,000 of American & Foreign Power Company Inc. 4.80% debentures 
which it intends to use to satisfy the sinking fund requirements of the indenture. 


In February, 1976, the Company negotiated loan agreements with several insurance companies for 


$60,000,000 of additional unsecured long-term debt. These loans will bear interest at 10% and will 


be payable over 15 years. 


$40,000,000. Interest over the life of this agreement will be equal to 1% % in excess of the London 


- In December, 1975, the Company entered into an agreement with a group of international banks for 
an unsecured three-year revolving credit agreement which allows the Company to borrow up to 


_ Interbank Offer Rate. A commitment fee of 72 % is required to be paid on the unused portion of the 
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commitment. At the end of the three-year agreement, the Company may elect to convert all or any part 
of the $40,000,000 to a two-year term loan. This term loan would have an interest rate of 1% % in 
excess of the London Interbank Offer Rate and equal semi-annual payments over the two years. 

No borrowings were made on this commitment through December 31, 1975. 


In December, 1974, the Company entered into an agreement with a group of banks for an unsecured 
three-year revolving credit agreement which allows the Company to borrow up to $200,000,000. 
Interest rates increase from prime to %% in excess of prime over the life of the agreement. 

In addition, a commitment fee of /2% is required to be paid on the unused portion of the commitment. 
At the end of the three-year agreement, the Company may elect to convert all or any part of the 
$200,000,000 commitment to a four-year term loan. This term loan would have an interest rate of /2% 
over prime and equal quarterly payments over the four years. No borrowings were made on this 
commitment through December 31, 1975. | 


The Company has short-term lines of credit aggregating $53,400,000. This includes domestic lines of 
credit totaling $35,000,000, all of which were unused as of year end, and commitments to foreign 
operations totaling $18,400,000, of which $6,700,000 was unused at year end. 


During 1975, the Company’s average aggregate short-term notes payable were $11,676,000, and in no 
month during the year did the short-term notes payable exceed $25,676,000. The weighted average 
interest rate on short-term notes payable was 9.7%. The short-term notes payable are primarily 
liabilities of foreign subsidiaries and are secured by approximately $29,500,000 of inventory, 
receivables and property and equipment. 


The Company has arrangements with various banks under which compensating balances on certain 
loans and commitments must be maintained. Included in these loans and commitments are: 

(1) long-term bank loans which require 15% average compensating balances; (2) unsecured 
short-term lines of credit with United States banks aggregating $35,000,000 which require 15% 
compensating balances, whether drawn or not; and (3) a revolving credit agreement of | 
$200,000,000 which requires a 10% compensating balance, plus an additional 10% for any portion 
of the $200,000,000 which is drawn. The average amount of Ses sateg balances maintained 
during 1975 was approximately $42,975,000. 


The Company’s loan agreements contain certain restrictions relating to dividends, leasing, additional 
borrowings and investments. Significant modifications to these agreements were negotiated in 
February, 1976. The major changes were the release of the mortgage on certain of the Company’s 
properties which had existed since March, 1973, an increase in the percentage of income that may be 
paid out in dividends, and the relaxation of a number of restrictions on the Company’s activities. 


The Company has $56,775,000 of long-term debt outstanding with various other lenders which is 
secured by assets having a book value of Ruan: $95,000,000, after giving effect to the loan 
agreement modification. 


Retirement Plans and Savings Plan 


The Company has several retirement and pension plans covering substantially all its employees. 

Total pension expense, including amortization of the unfunded liabilities, was $17,075,000 in 1975, 
compared to $12,806,000 for 1974. This increase is partially attributable to improved benefits, but also. 
reflects new employees added as a result of acquired operations, the effect of salary increases for 
existing employees and the effects of a decrease in the value of pension fund assets as of the date of 
the last actuarial valuation. The Company funds substantially all pension costs accrued. 


The actuarially computed value of vested benefits at the last valuation date exceeded the total 
pension fund assets, at market value, and balance sheet accruals by approximately $55,831,000. 
At December 31, 1975, the unfunded liabilities were $126,800,000 and are being amortized over 
periods ranging from 15 to 30 years. 


Certain provisions of the Employee Retirement Income Security Act became effective during 1975 
with the remaining provisions to become effective in 1976. The Company’s plans are substantially in 
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compliance with the Act, and the Company believes that the effect on annual pension costs and the 
funding of such costs will not be significant. 


An Investment Savings Plan is available to substantially all salaried employees. Qualified employees 
may annually contribute any amount up to 10% of their yearly compensation. The Company will make 
a matching contribution of one half of the employee’s contribution up to a maximum employee 
contribution of 6%. All contributions are invested at the direction of the employee in one or more of 
three investment funds, which are administered by trustees. The Company’s contribution to the 
investment savings plan was $2,025,000 for the year ended December 31, 1975. 


Shareholders’ Equity 

Preferred Stock At December 31, 1975 and 1974, there were 85,284 Series A shares outstanding of 
the 10,000,000 shares authorized. The unissued shares may be issued with such voting rights, dividend 
rates, conversion privileges, sinking fund requirements and redemption prices as the board of 
directors may determine, without action by the shareholders. Each share of the Series A stock is 
without par value and is entitled to one vote and an annual dividend of $3.00 (cumulative). 

Each share is convertible at any time to .85 share of common stock, is entitled to a preference of 
$65.00 in liquidation and became callable at $65.00 after September 1, 1974. 


Common Stock At December 31, 1975, there were 50,000,000 shares ($2.50 par value) authorized, 
31,155,388 shares outstanding, and 1,737,076 shares held in the treasury. During the year the Company 
purchased 71,000 shares for the treasury and issued 2,486 shares under the stock option programs. 
Of the unissued shares, a total of 1,139,559 shares are reserved for the following: 309,266 shares for 
conversion of convertible subordinated notes, 72,403 shares for conversion of Series A preferred stock 
and 757,890 shares for issuance under stock option programs. At December 31, 1975, options were 
outstanding for 409,538 shares. 


Stock Options During 1975, the Company adopted a nonqualified stock option plan. This plan was 
approved by the shareholders on May 8, 1975. The 757,890 shares of common stock reserved for the 
Company’s stock option program will not be increased by the new stock option plan; however, 

these shares will be made available for use under the new plan. The options will provide for an 

option price not less than the fair market value of the shares of common stock of the Company on the 
date of granting of the option, unless the option is a replacement option, in which event the option 
price or prices will be the same as those of the replaced option. Options under the new plan will be 

_ for aterm of ten years from the date of grant. The shares shall be exercisable in an amount equal to 
20% a year for five years and thereafter during the remaining option term, shall be exercisable in whole 
or in part at any time. However, replacement options will be immediately exercisable for the same 
number of shares. In the case of replacement options, the Company will pay to the optionee promptly 
after the date or dates the option is exercised an amount equal to 75% of the excess of the fair 
market value of the common stock of the Company on the date of exercise of the option over the 
exercise price of the option. The Company granted nonqualified options for 326,426 shares of the 
Company’s common stock as replacement options to certain key employees and officers in August, 
1975. Additionally, the Company granted nonqualified options to key employees and officers to 
purchase an aggregate of 34,850 shares of common stock of the Company. The exercise prices of the 
options are at the fair market value on the date of grant. 


Nonqualified Qualified 

Average Average 

Shares Price Shares Price 

Shares under option, beginning of the year ................. — $ — 387,747 $15.93 
Shares replaced by nonqualified options ................... 326,426 11.48 (326,426) 11.48 
MRCS NAMTOC Ue viii ita Meg Mahvalt clcralcv sia ilelh garatultpulsalnilaih, 34,850 24.00 — Ae, 
SPEIRS ee ON USRNCN Ld Soca ei etal: siestiustew estar Gute veto! a ayess alba uertlat osetia CutIEI(G, WG (1,316) ay oe] (1,170) 11.97 
SH Ares CATE OE fhe re) AUT PATNI t evemca blue ban glutathione SNe Ca (1,966) 11.69 (8,607) 28.60 
Shares under option, end of the year... 2.6 eee eee 357,994 $12.79 51,544 $42.10 


Notes to Financial Statements continues 


Boise Cascade Corporation and Subsidiaries 


Retained Earnings Under the terms of the loan agreements signed in February, 1976, $25,000,000 
of the Company’s retained earnings was available for the payment of dividends at December 31, 1975. 
This amount will be increased by 75% of consolidated net income, as defined by the agreements, 
earned subsequent to December 31, 1975. 


Litigation 

The Company is one of many defendants in 17 private civil antitrust actions. All but four of the suits 
purport to be class actions on behalf of various classes of lumber or plywood dealers, contractors or 
consumers who allege a conspiracy among virtually all United States producers of lumber and 
plywood to fix and stabilize lumber and plywood prices and freight charges. Treble damages are 
sought, but no specific dollar amount of damages has been alleged. In 1974, the Federal Trade 
Commission initiated an administrative proceeding against the Company and four other defendants 
in which it alleges violations of the antitrust laws similar to the allegations made in the private civil 
antitrust actions. Also in 1974, the Company was served with subpoenas issued by a federal grand 
jury in New Orleans, Louisiana, calling for documents and testimony relating to alleged violations of 
the federal antitrust laws in connection with certain pricing practices in the plywood industry. 

The grand jury has been discharged, and no suit or proceeding has been commenced in connection 
with the investigation. The Company believes that its lumber and plywood practices have been and 
are in full compliance with the law, and the private antitrust and Federal Trade Commission actions 
are being actively defended. 


The Company, certain of its present and former directors and officers, and the Company’s aucune 
are defendants in five related suits brought by 12 of the 40 former shareholders of West Tacoma 
Newsprint Company. The suits’ principal allegations are that the defendants violated the federal and 
state securities laws and that the Company breached certain warranties in connection with the 
merger of West Tacoma Newsprint into the Company in 1969. A suit similar to these has been brought 
by the former shareholders of United Lumber Company in connection with the merger of United 
Lumber into the Company in 1969. In these six suits the plaintiffs seek damages aggregating . 
$33,000,000 and other remedies. In each of these cases the Company and the other defendants have 
denied the allegations as being without merit, and they are actively defending the suits. 


The Company is involved in various other litigation primarily arising in the normal course of business. 
In the opinion of management, the Company’s recovery, if any, or the Company’s liability, if any, 
under any pending litigation, including those mentioned here tt al above, would not materially 
affect its financial condition. : 


Leases | 

The Company has incurred expenses for leases, excluding leases for timber rights, amounting to 
$15,940,000 in 1975 and $14,660,000 in 1974. These amounts were reduced by $1,302,000 and 
$1,239,000, respectively, which were reimbursements from sublease agreements. 


The Company is obligated under leases with remaining terms of more than one year as follows: 


Real Mobile Less Net Lease 
Property Equipment Other Subleases Commitments 

(expressed in thousands) 
OTC eee ere I Grete arcane is $ 5,624 $) 4: 734 $ 921 $ 428 $ 7,848 
a A AF Ie Range cM CMGI ahipr es Matauri egh 4,702 1,350 367 395 6,024 
OTB ie ih ese told Gene Arica Seca i 4,070 945 249 381 4,883 
BAS Steer Paani orm Pes ae reayee I CGE nm 3,206 599 70 269 3,606 
TOS es ee US eS ea eee eae 2,lel 525 7 193 3,060 
19S T1085 er Pete aN ae, 8,520 1,860 7 886 9,501 
1986-1990 ene ee ae ees 5,092 233 — 462 4,863 
TOOTH TODS cite Cheese) sae ee ae Papa 1,767 — — — 1,767 
MNOTEATION eee iia oe eae Leute 3,246 — —_ — 3,246 
POtal avid eer a ee nee $38,948 $ 7,243 $ 1,621 $ 3,014 $44,798 
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The information in the above table is for existing leases only and does not anticipate future lease 
commitments for which the Company may become obligated. Substantially all lease agreements have 
fixed payment terms based upon the lapse of time. Certain lease agreements provide the Company 
with the option to purchase the leased property at the end of the lease term. Additionally, certain 
lease agreements contain renewal options ranging from one to 30 years with fixed payment terms 
similar to the original lease agreements. 


The present value of rion-cancelable financing lease commitments and the imputed impact on net 
income of capitalizing such lease commitments are not shown because they are not material. Lease 
expense and lease commitments shown include amounts for both operating and financing leases. 


The Company is contingently liable for annual lease payments on leased properties of businesses 


sold. These payments approximate $5,400,000 per year through 1980, $1,200,000 per year for 
1981-1985, $500,000 per year for 1986-1990, $300,000 per year for 1991-1995, with $900,000 total 
payments thereafter. 


Subsequent Event 
In February, 1976, the Company reached an agreement in principle with Ethyl Corporation for 


the purchase of its Oxford Paper Division. The division consists principally of a pulp and paper mill at 


Rumford, Maine, and approximately 335,000 acres of timberland. The purchase price, which is subject 
to a final audit, will be approximately $90,000,000 cash, including working capital. The transaction is 
subject to the negotiation of a definitive agreement. The mill currently produces about 280,000 tons of 
converting, printing and publishing papers annually. 


Auditors’ Report 


To the Shareholders of Boise Cascade Corporation: 


| We have examined the balance sheets of Boise Cascade Corporation (a Delaware 
corporation) and subsidiaries as of December 31, 1975 and 1974, and the related statements of 
income, additional paid-in capital and retained earnings and changes in financial position for 


q the years then ended. Our examination was made in accordance with generally accepted auditing 


standards, and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 


In our opinion, the accompanying financial statements present fairly the financial position 
of Boise Cascade Corporation and subsidiaries as of December 31, 1975 and 1974, and the results of 
their operations and the changes in their financial position for the years then ended, in conformity 
with generally accepted accounting principles consistently applied during the periods. 


Boise, Idaho, 
February 27, 1976. 
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Officers and Directors 


Board of Directors 


Anne L. Armstrong, former counselor to the President of the 
United States and former member of the Cabinet (1) 
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president, Herbert A. Templeton Lumber Corporation 
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Minneapolis, Minnesota; former undersecretary for monetary 
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Robert Faegre, former president, Minnesota and Ontario 
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John B. Fery, president and chief executive officer, Boise 
Cascade Corporation, Boise, Idaho (2) (3) (4) 


Wilbur G. Fienup, former president of R. C. Can Company, now 
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Howard S. Kniffin, partner, Lazard Freres & Co., New York, 
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Stephen B. Moser, chairman of the board, Boise Cascade 
Corporation, Yakima, Washington (2) (8) (4) 
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Louis Rasminsky, former governor, Bank of Canada, 
Ottawa, Ontario, Canada (3) 


Theodore H. Smyth, investor, Santa Barbara, California (2) (4) 


E. R. Titcomb, president, Rodman Industries, Inc., St. Paul, 
Minnesota (3) (4) 


General Offices: Boise, Idaho 


Transfer Agents: 


Common Stock 
The Chase Manhattan Bank 
(National Association), New York 
Boise Cascade Corporation, Boise 


Preferred Stock 
The Chase Manhattan Bank 
(National Association), New York 
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Arthur Andersen & Co. 


1. Resigned February 18, 1976. Became United States ambassador to 
Great Britain. 


2. Member of executive committee, Stephen B. Moser, chairman. 


3. Member of finance and audit committee, John S. Pillsbury, Jr., 
chairman. 


4, Member of personnel and organization committee, 
Robert Faegre, chairman. 
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Rex L. Dorman, 
Controller 


€S) Boise Cascade Corporation One Jefferson Square, Boise, Idaho 83728 


